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Holy Light 


UNDERSTANDING AMERICA 
By RABBI JULIUS J. NODEL, Temple Shaare Emeth, St. Louis, Missouri 


Delivered at the 1961 Women’s Forum on National Security, Washington, D. C., January 27, 1961 


HARDLY NEED tell you that I am profoundly honored 
to be here today; to be accorded the opportunity to par- 
ticipate in the opening session of this important national 

forum, and to have the privilege of sharing some of my 
thoughts with you. 

Though the clergy is frequently under fire, those who would 
attempt to discredit individual churches have, in some cases, 
been successful; but any aim at the heart of religion has 
always missed its mark. The heart of religion is God. The 
first amendment of the Constitution assumes belief in God. 
The Declaration of Independence is based on the authority of 
God; and the words “liberty” and “in God we trust” do not 
appear by chance on every American coin. 

When Moses, in the name of God, spoke to Pharaoh and 
said, “Let my people go that they may serve Me,” he equated 
for the first time in human history freedom and religion. Only 
those people who serve God can be free. Where there is 
freedom of religion, there is freedom for the individual. Where 
there is individual freedom, there is national security. Where 
there is national security, there is truth, and decency, and honor, 
and progress, and peace. 

Therefore, I feel that my position, at the opening of these 
sessions, to bring a message spiritual in character, is evidence 
of the fact that you consider, and rightly so, that your loyalty 
to America and your loyalty to God are of one piece, integrated 
and harmonious. You who are assembled here have been proud 
and eager to serve America in war and in peace. You have 
expressed your steadfast commitments to the ideals of religion. 
In both ways, you serve your country with the duty and the 
faith becoming to free men. 

America has a great stake in freedom and the free world 
has a great stake in American freedom. For many people 
freedom is an abstraction. It becomes a reality for them only 
when it is denied them. Like other abstract concepts such as 
peace, justice, love, mercy, freedom has no meaning except in 


terms of contrasted experience with its antonyms. The an- 
tonyms of freedom are slavery, imprisonment, personal re- 
strictions, and sometimes death. Most Americans today do not 
know what it is to, be a slave or to be imprisoned or to 
experience harassment or to wait for the sinister knock on 
the door of their house. They take American freedom for 
granted. 

Worse, many Americans confuse freedom with license. 
When license becomes the liberty for anybody to do anything 
at any time, then freedom from want becomes freedom from 
work; freedom of worship becomes freedom from worship; 
freedom of speech becomes freedom from truth; freedom 
from fear becomes freedom from duty. Such confused in- 
dividuals become our greatest security risks because, in the 
final analysis, our national security depends on the mental 
and emotional health of each person within the Nation. When 
a people becomes idle, irreverant, unreliable and irresponsible; 
when a people lacks vision, vitality and vigilance, the Nation 
perishes. It is not enough to have many rights; it is more 
important to use intelligently a few privileges, just as it is not 
enough to possess great scientific know-how unless its dis- 
coveries are controlled by great moral know-why. 

Freedom can either be used or abused. I can best explain 
what I mean by telling you, at the risk of being misinterpreted, 
that I would be filled with dread for the safety of the world 
if the Soviet Government would now grant its subject citizens 
the privileges of free speech, free press and free assembly. 
Unaccustomed to the procedures of a democratic nation under 
God; denied religious expression and opportunity for spiritual 
evaluation for almost a half century, the sudden release of the 
Russian people into a free society would result in a pande- 
monium of unbridled license, immorality, fratricide and who 
knows what great horrors perpetrated upon all mankind. 
People must be made ready for freedom; educated to the ways 
of freedom; trained for the uses of freedom. After bondage, 
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JULIUS J. NODEL 


a slave people must wander in the desert of moral and spiritual 
rehabilitation before it can enter into the promised land of 
freedom. 

A people, any people, which has not been trained to use its 
freedom, may freely destroy itself. The greatest danger occurs 
when a people, unprepared for freedom, suddenly nds itself 
free with massive material and technical power at its disposal 
with which to menace the world, if it is unrestrained by 
absence of political or moral authority. The Russian people 
could become that menace if the Soviet Government were 
overthrown now and if freedom without law supplanted Krem- 
lin control, repugnant as the Kremlin police state is to us. The 
prospect of such a condition illustrates what I mean by the 
uses and abuses of freedom. Freedom within law promotes 
security. Freedom without law means tragic anarchy. My 
definition of a slave is a person without power who is con- 
trolled. A barbarian is a person with power and uncontrolled. 

A freeman is a person with controlled power. The people 
of Soviet Russia are slaves. That is unfortunate. They could 
become barbarians if they were given their freedom now. 
That could be disastrous. They might have the potential of 
becoming freemen if somehow a religious faith in God could 
possess them. That would usher in a new era of hope for the 
world. For then, they would not, they could not, be Com- 
munists. 

What I am trying to point out with these speculations of 
hope (but not probability, in our times, at least) is that, in 
our great concern with the problem of national security we 
sometimes talk out of both sides of our mouth when we speak 
in the same breath of building up nuclear stockpiles and peace; 
when we speak with the same lips of diplomatic strategy and 
democracy; when we try to make the words “strength” and 
“security” define each other. I am not a pacifist, though I love 
peace. Nor am I unaware of the fact that our civilization has 
not destroyed itself already only because our hands have been 
restrained by mutual terror. But, unless we add morality to 
science; unless we attach divinity to diplomacy; unless we 
give meaning to strength by bracing it with spirituality, we 
shall never know the true blessings of security and democracy 
and peace. 

In one of our national anthems we sing, “Long may our 
land be bright, with freedom’s holy light. Protect us by Thy 
might, great God our king.” “Freedom's holy light,” what a 
significant phrase this is. How important it is that we under- 
stand the holiness of freedom and the freedom of holiness. 
How important it is that we understand American freedom. 
How important it is that we understand America. 

In 1492 Columbus, a foreigner, discovered America. In 1961 
too many native Americans have not yet discovered America. 
Columbus discovered physical America. Our duty and spirit 
of divine venture should impel us to rediscover spiritual 
America—the America of Washington’s hope and Jefferson's 
vision, Lincoln’s promise and Whitman's dream; the America 
of Emerson's thinking and Wilson’s world unity; the America 
God created, America capable of being and becoming. America 
will not be fulfilled until we all become American in the 
pristine sense of its meaning. Until we Americans find our 
own souls, America will remain an unknown potential, an 
undiscovered land—in physical proportions a giant, in spiritual 
capacity a pygmy, in future power, unlimited, but in positive 
moral strength, a mere child. There comes a time when 
material expansion and spiritual contraction create such enor- 
mous opposing stresses and tensions that only a mammoth 
upheaval followed by disintegration and disappearance become 
the inevitable catastrophe. 

America is a conception to be created. We have not yet 
created that conception for ourselves or in the eyes of the 
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world. If we go stumbling blindly on our way, then the reason 
is that freedom’s holy light has not yet reached our eyes. We 
cannot interpret America to the world if we ourselves do not 
understand America, what she is, what we want her to be. 
But if we seek America we shall create America. If we discover 
America, we shall reveal her to ourselves and to the world. 

Unfortunately, to the average American, America means 
material opportunity. Opportunity to make money as one likes 
and to spend it as one wills. To the average American, money 
is the currency of power, of success, of all that makes life 
worthwhile—an America worth living in. And the liberty 
to waste it is considered by some as the highest form of free- 
dom. To the average American, America is a land of material 
superlatives. America is the richest, strongest, greatest country 
under the sun. That America is not the country richest in 
righteousness, strongest in spiritual idealism, greatest in moral 
power does not seem to seriously trouble the conscience of the 
average American. To the average American, America is a 
shop in which to make things that sell for money. America is 
paydirt in which to dig until you strike oil, coal, iron, copper. 
America is a field of cotton, grain, timber to be turned into 
luxuries. And, thus, the average American has only discovered 
the soil of America. He has not yet discovered the soul of 
America. 

Of course, this attitude may be understood but not condoned 
when we pause for a moment to realize that we are a very 
young Nation; that our country is only 185 years old. We 
must wonder at our surprising youth, and when we compare 
our youth to the age of the chief nations of the world, we know 
that we are yet in our infancy; and when we observe the 
immense material development we have achieved and the 
millions of our population, the marvel is even greater. 

However, there are two views of greatness. The common 
one is material in its content. Expanse of territory is usually 
the first element stressed. All of our days we have heard orators 
speak about the fact that our country extends “from Canada 
to the north to the Gulf of Mexico on the south; from the 
rock-ribbed coasts of Maine to the golden shores of California.” 
Now we can add to that “the far frozen reaches of Alaska and 
the tropical beauties of Hawaii.” The next element usually 
stressed is our natural resources; and then comes population 
and then production and then wealth and then military might. 
These form the basis of most of our pride and outward security. 
In a very true sense these are great and perhaps belong in 
any catalog of our national assets. 

The element, however, which should concern us most and 
which I have chiefly in mind today is the spiritual, the ideal; 
not railroads and airlines, not missiles and spacecraft, not 
climate, not numbers, not wealth, not geographical area but 
character, conduct, service. The material things of life are 
mostly here when we arrive on earth, laid at our feet by 
Almighty God. For them we deserve no credit. Someone may 
ask, “How about production, invention, accumulation, wealth?” 
My answer is, “Who giveth thee the power to get wealth?” 

If we leave this forum with the assurance that we can attain 
security by means of things, then we shall have failed. The 
more important field of exploration is within the question 
whether our country is truly great in courage, faith and good 
character. Are our spiritual assets great? Have we used up all 
the religious dividends and moral principal our forefathers 
bequeathed to us without building up a fund of our own for 
our progeny to inherit? Are we so aware only of what we are 
against that we forget what we are for? Are we so busy gazing 
out from the ramparts we defend that we lose sight of 
ourselves? Are we so preoccupied excoriating our enemies that 
we take no time out for appraising our own sins? Is national 
security limited only to defending our country from its enemies 
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without and its unAmerican forces within? These are some 
of the essential questions we should answer, for by dealing 
with these questions we make confession, and confession is 
good for the soul. 

America has a soul. That is what has to be defended. 
America is an idea. That is what has to be made secure. 
America is a dream; it is a vision of something spiritually 
majestic. America is a republic resting upon certain self-evi- 
dent truths which have to do with the inalienable rights of 
man, America is good will and brotherhood and understanding 
and mutual cooperation between men of all colors and creeds. 
To expend less interest and less vigilance in securing these 
ideas and values which give America its reason for existence 
is as unpatriotic a gesture as to ignore the foreign forces which 
might attack the mass of land called America. 

Who are our worst security risks. Not only the subversive 
groups and front organizations for foreign “isms.” The bigot 
who rides by night with a white robe and mask hiding his 
face from respectable humanity is a security risk. The fomenter 
of hatreds who sends scurrilous printed material through the 
mail defaming American citizens who happen not to be of 
his church is a security risk. Those who deliberately thwart 
the decisions of the highest judicial body in our land are 
security risks. The demagogs and the political witch hunters 
are security risks. Those who corrupt our free institutions for 
personal gain are security risks. Those who have lost their faith 
in democracy so that by panic or fear they would blindly destroy 
constitutional freedoms are security risks. Those who abuse 
our constitutional freedoms in the service of foreign dictators 
are security risks. The economic exploiter, the corrupt labor 
agitator or the fanatic church leader who tries to use the state 
for the promotion of his theology are all security risks. And 
why? Because they live in America but they do not under- 
stand the life of America; they profess their Americanism but 
betray its meaning, and its message to a frightened world. 

The fears in the world today are created by the retreat from 
idealism rather than by the scarcity of bread and the abundance 
of bullets. When men’s hopes for a better world and oppor- 
tunity in the future for their children are shattered, then even 
the bread which they eat is tasteless and they recklessly face 
the bullets. But when their faith in their fellow man is re- 
newed, they are willing to make any sacrifice in the midst of 
scarcity, and will offer up the last drop of their blood to defend 
their faith. 

Because man’s knowledge today is great, man’s power also 
is great, and his potential is all but unlimited within the bound- 
aries of his finite nature. His knowledge and his intelligence 
give him not only means of power, but can be used also to 
implement the ways he may choose to exert his power. 

The United States along with all nations today is in a state 
of precarious balance, but the choice of our destiny, and of 
the destiny of everything bound up with us, belongs to us. 
Nothing stands still. The needs of today are not what they 
were yesterday nor will necessarily be the needs of tomorrow. 
Each passage of time means growth or decay. Growth is 
active and requires effort. Decay is passive and requires no 
effort. Growth and spirituality have a great deal in common. 
Unless we choose to bend every effort to advance in our 
national spirituality so that we can fulfill our national destiny, 
then, other things being equal, our spirituality grows weaker 
and our ideals become flabby and our destiny grows faint. 
We can forfend this “twilight of the gods” by recognizing the 
fact that materialism is always ready to profit in an area of 
spiritual weakness, and so still further to increase the weakness. 
We need only look upon our world scene to prove the opera- 
tion of this law. 

Despite the great advances we have made in prolonging 
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human life through the discoveries of medical research; despite 
our success in eradicating hunger from great undernourished 
areas; despite our success in supporting national self-deter- 
mination of former oppressed peoples; despite our invasions 
against illiteracy and superstition; despite our extension of 
lines of communication between peoples all over the globe; 
despite the advances we have made in providing greater 
welfare for the sick, the aged, the fatherless and the widow; 
yet, these material benefits have not evoked a corresponding 
sense of security in the hearts and minds of people living 
everywhere today. The pleasures of living are immense com- 
pared to what they were only 50 years ago, but they have not 
increased the happiness of life. Men are more disturbed and 
confused today than they ever were. Some important in- 
gredient is missing. 

Within our own Nation, we have greater freedom than 
we have ever enjoyed. Through automation, we have freedom 
from the sheer physical toil that used to break the backs and 
shorten the lives of our fathers and grandfathers. We have 
greater space freedom, to move around more quickly and to 
travel further than the horse and buggy or the sailboat or 
covered wagon could ever take our forefathers. We have 
greater freedom from the hundred and one restrictions in 
dress and speech and social formalities which restrained a 
previous generation. Yet, with all our freedoms, we are not 
happier. Some important ingredient is missing. We have 
great freedom in this land of ours; more than any other 
people on earth—but, freedom for what? When you have no 
great cause for which to use your freedom, when you have 
no great faith to which you can dedicate your freedom, then 
you abuse your freedom by wasting your time, your energy, 
your resources. 

Just to live in freedom is no great achievement in and of 
itself. That kind of freedom merely boils down to empty 
existence. That kind of freedom brings no personal satis- 
faction and does not contribute to national purpose or 
security. For if something should happen to the material 
things which have produced this kind of euphoric freedom, 
you have nothing more to live by or to live for. Only 
freedom plus a faith brings happiness. Not any faith. 
Communism is a faith, but I don’t mean that. Fascism is a 
faith, and I don’t mean that. Nor do I mean faith in science 
or faith in military prowess or faith in education or faith in 
the state. None of these will provide the happiness and the 
security that we need. None of these can provide nourishment 
for the soul for which we hunger. The faith of which I speak 
is a belief in that power which is on the earth but not of the 
earth—that power which we call God. 


Our American freedom plus our religious faith will remove 
from us the timid serenity which permits the wrongs in our 
society to go on as they are and will transform us from a mood 
of tremulous security into a life of action buttressed by secure 
conviction. Materialist benefits will no longer be the only 
handmaiden of our freedom. The hopes of young people will 
be enlarged. Purpose will take the place of cynicism and in- 
difference. Fear, which is endemic among people of all ages 
will be dissolved. The rich with their allowances and expense 
accounts and the poor with their frustrations of envy and 
emulation will no longer be obsessed with the standard of 
living but with the quality of life. Crime and violence and 
juvenile delinquency will no longer grow apace with social 
indifference. Uses will be found for individual efforts and 
skills which are rapidly being supplanted by mechanical de- 
vices. And the immense total of iis kindly actions and 
impulses, which will ensue from living in peace with ourselves 
and with our neighbors will testify to the untapped resources 
of democracy. Then will all mankind look to America. Men 
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will turn away from those philosophies of despair, selfishness, 
indolence, greed, cruelty, callousness and tyranny and try to 
pattern themselves after an America which has learned how 
to enjoy its freedom with a faith in the things for which that 
freedom was fought for and established. 

Let us return to our homes from the sessions of this forum 
armored with the resolve and the implements for eradicating 
the forces of materialism, of self-interest, of competitive di- 
visiveness, of bigotry and faithlessness from our Government, 
our politics, our communities, our commerce, our schools, our 
families, and our churches, wherever and whenever we detect 
the pernicious influence of those forces. 

While we are here in our Nation’s Capital and before we 
return to our homes let us each, if we have not already done 
so, make a pilgrimage to Arlington Cemetery. Let us stand 
with contrite hearts before that marble monolith under which 
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the Unknown of the battlefield rests; where a holy stillness 
seem to reign as one vast sob imprisoned in the heart of a 
world in shock. There, the good and the faithful, the pious 
and the proud, the ruthless and the indifferent, the gullible 
fools and the scorpion merchants and the workers of error, 
will realize that the world’s sins of greed and hate and fear 
and treachery and despondency are not yet washed away by 
earth's red drops and heaven's tears which have moistened 
that soil. And our bloodguilt will not be atoned unless we 
who were born to freedom on American soil, and we who 
adopted America for our own, will securely and openly and 
proudly resolve to give no license to stiff stupidity, nor stature 
to vain, selfish, hollow minds, to strive for the growing sweets 
of freedom; for a deeper faith; for a broader knowledge; for 
sincere cooperation; for greater unity and universal love, 
adding happiness to man’s earthly home. 


Newspapermen’s Duty To Lead The 
Fight Against Communism 


THEY WILL BE THE FIRST VICTIMS OF COMMUNISTIC CONQUEST 
By CHARLES NUTTER, Managing Director, International House, New Orleans, Louisiana 
Delivered before the Oklahoma Press Association, Oklahoma City, Oklahoma, January 27, 1961 


Association, and accepted it with much pleasure, because 

I have never surrendered my claim or right to being a 
newspaperman, and it goes without saying that I feel more 
at home with newspapermen than with anyone else. 

But another and more compelling reason for my acceptance 
was my belief that the pace of Communistic advance has 
quickened, and just as I believe that newspapermen will be 
and are the first victims of Communistic conquest of any 
country, so I believe it newspapermen’s duty to lead the fight 
against Communism throughout the free world. 

It pains and alarms me, therefore, to see so much evidence 
that newspapers and magazines in our country not only are 
not doing their duty, but that much of what they print and 
review actually gives aid and comfort to the Communists who 
long since have learned how to use our free press to spread 
their propaganda when they desire. 

Right today on the newsstands in Oklahoma City and all 
over this country there are three great national magazines con- 
taining leading articles which are pure Communistic propa- 
ganda; and I dare say no one knows how many newspapers 
are still being edited by fine editors whose approach to the 
rapid gains of Communism are wholly unrealistic. 

A couple of years ago I served as Chairman of the Press 
Congress of the World in Columbia, Missouri, and while 
gathering some material for a talk there, I came across some 
remarks by a world-renowned country editor from Kansas to 
an earlier meeting of this Press Congress in 1921 in Honolulu. 

This celebrated editor told the gathering that a well-written 
story of a dogfight on his main street was of more interest 
to his readers than the story of a band of anarchists chasing a 
Grand Duke through the streets of Moscow. Now in those 
halcyon days of 1921, in the idyllic surroundings of Hawaii, 
that remark doubtless brought forth smiles from many who 
could not see that the anarchists, or Bolsheviks, would never 
quit chasing the Grand dukes, and that forty years later the 
chase would have spread to all peoples and all cities and all 
countries of the world. 


[ ‘ascii this invitation to address the Oklahoma Press 


This editor’s reference, of course, was to the advent of 
Communism in the world, then only four years old. Now, 
four decades later, we find that this band of anarchists, so 
contemptuously referred to, controls a billion unwilling victims 
and prisoners of Communism and a third of the world. 

I fear that there are a great many editors who still feel like 
this editor did despite the fact that Communism has become 
the greatest problem of our time dedicated to your extermina- 
tion and the extermination of all others whom the Communists 
cannot control. 

A distinguished Latin American official recently said that 
“Unfortunately Americans never understand anything unless 
they are shouted at.” The truth actually is that in the case of 
Communism the facts have been shouted at us for many years, 
but I am afraid that there are far too many Americans who 
won't believe what has become so clear. 

President Kennedy on the very first day of his administration 
last week was confronted with the Communistic bluff and 
threat that will transcend everything else in his administration 
and in our lives. This is true because we are racing, not 
walking, toward an historic showdown with the Communist 
threat to own the world. Defeat or victory for freedom and 
democracy or Communistic tyranny is immeasurably closer at 
hand than even a year of two ago. 

We may be sure that the sixties, into which we are barely 
launched, will see the decline of one or the other of these 
two systems, and the end could come so quickly as to be 
unbelievable. 

I hope today to analyze some facts and discuss the problems 
which the American people seem loath or unable to accept 
despite the storm flags flying from everywhere. 

It should be clear to all that we are deep in a desperate 
war on many fronts with Communism. Many of us aren't 
aware of the fact that we are losing this war. There is little 
time left to wake up. This world war started at least a 
dozen years ago, not with a Pearl Harbor that might have 
aroused us, but with creeping economic and propaganda 
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approaches that failed utterly to alarm or prepare us. We are 
still not alarmed. 

We have failed to accept the nature and purpose of Inter- 
national Communism which is control of the world by any 
means, usually foul. We are not ready to believe these facts. 
Yet Communism leaders have never disguised their intentions 
or hidden their plans. : 

On the north shore of Colombia in South America there is 
a charming little city which once was second only to Mexico 
City in importance in the new world. It was the depot for 
Spanish gold coming from Peru and it was ringed with forty 
forts, walls, moats, and towers. It was supposed to be im- 
pregnable but it fell because it had the wrong defenses. Foot 
soldiers, unmenaced by the artillery pointed to sea, walked in 
and took what they wanted. 

We all remember the story of the Maginot line; it was 
easily turned and bypassed. We also know the story of the 
Trojan horse. History and literature are filled with accounts 
of defenses which failed because attack doesn’t necessarily 
come from the front, the sea, the obvious or expected quarter. 
Attacks can as easily come on men’s minds as on their bodies. 
Victory is possible without a shot being fired. 

This is because there is a wholly new kind of warfare loose 
in the world the battle for the minds of men, psychological 
warfare, the war of false ideas and propaganda and false trade. 
We are losing this conflict because we insist on meeting it in 
orthodox and conventional manner and remaining on the 
defensive instead of launching an offensive. I am not talking 
here of military conflict; I am talking about this conflict to win 
over people without major warfare, which the Communists 
do not want although they foment and encourage little wars. 

The plain truth is that in our preoccupation with prosperity 
and relaxation within our own country and the nuclear-space 
race we have been lulled into a false and deadly sense of 
security. We have neglected and failed to understand the 
advance of economic and ideological subversion everywhere, 
but particularly in our own vital areas, such as Cuba. 

We still are vastly better prepared and equipped to wage 
economic warfare and should be able to defeat the Communists 
in ideological warfare. But unfortunately we do not under- 
stand either very well, and therefore are rapidly losing our 
superior advantages. 

I do not believe that history will forgive a nation and 
people which, at the height of its civilization, the prosperity, 
wealth, power, and well being of its millions, allows or allowed 
an idea or ideclogy completely contrary to the best interests 
of humanity to sweep across the world to conquer and wipe out 
the Christian teachings of twenty centuries. 

Yet that is the position in which we find ourselves today 
After more than four decades of steady advance International 
Communism now has accelerated its destructive pace and 
revised its timetable. The Kremlin believes that much of Latin 
America can be won by Communism, as Cuba already has 
been captured, within this decade or perhaps even within this 
year or next. The quick and easy capture of Cuba by the Com- 
munists startled the Kremlin for a moment, then speeded up its 
plans. 

Foolishly we have allowed ourselves to believe that we 
could live in peace with Communism; we have accepted the 
opiate of peaceful coexistence which the Communists have 
been spreading for many years without the realization that 
peaceful coexistence was nothing more than a Trojan horse 
tactic, a means of quieting us while the class struggle went on. 
Peaceful coexistence means in plain English “just stand there 
quietly for a little while until we get around to you.” 

These facts have been clear from the start. But unfortunately 
we rest our case on hopes, not facts, when dealing with Com- 
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munism. We seem unable to believe the Communist move- 
ment from the start was born to take the world over and 
remake it for Communism. It has never deviated nor relaxed 
this purpose. Destruction all over the world of the right to own 
property, work for yourself, self-government, to worship God 
and live in freedom and independence has been and is Com- 
munism’s purpose. 

It remains that purpose today, and will remain that purpose 
so long as it exists upon the earth. Peaceful existence, in Com- 
munistic parlance is a false and temporary lull, no more. Last 
month the eighty-seven Communist parties of the world met 
in Moscow to revise their plans and at conclusion of the 
conference, said among other things: 

“Peaceful coexistence of states does not mean renunciation 
of the class struggle. Peace is a true ally of socialism, for time 
works for socialism and against capitalism. The policy of 
peaceful coexistence is a policy of mobilizing the masses and 
launching vigorous actions against the enemies of peace.” 

This is straight from the Communist manifesto of sixty days 
ago. The “enemies of peace” in Communist double talk are 
anyone opposed to Communism, since obviously if there was 
universal Communism there would be peace—on the Reds’ 
terms. The people of the world would all be slaves of the 
state, deprived of all rights except the right and duty to obey 
orders of the state. So peace would ensue. 

Back in 1920 Lenin said: “As soon as we are strong enough 
to strike down capitalism, we shall seize it by the throat.” 
Marx, the master, and Lenin, the disciple, said many times 
that it was not necessary or even prudent to disguise the real 
purposes of Communism since it was necessary to their propa- 
ganda and the capitalistic world was too stupid or unbelieving 
to become alarmed anyway. 

They were right; we still are unwilling to accept the awful 
facts and threat of world domination by Communism or 
believe such is possible; yet it may indeed be not far distant 
unless we act quickly and with purpose in taking the 
offensive. 

The truth is that we can no more live with present day 
international imperialistic Communism bent on world domina- 
tion than we can live with cancer. We must conquer it or die. 
The only alternative is to make Communist advance and con- 
quest so costly and impossible that it will renounce world 
conquest. This is impossible, of course. For should Communism 
once be halted or driven back even a little, it will fade from 
the face of the earth far quicker than it appeared. 

The idea born of Marx and nurtured by Lenin long since 
has been developed by Stalin and Khrushchev into an im- 
perialistic power grab based upon a false concept of human 
relations and values which, if exposed and challenged, would 
quickly wither and die. The trouble today is that, because we 
do not know what we want or how to preserve what we have, 
we permit this false but alluring concept in human relations 
to outmaneuver us and sell the idea, particularly in the vast 
poverty-ridden and backward areas of the world, that Com- 
munism is the wave of the future, the promise and hope of 
all people. 

This is utter nonsense to any student of history or economics, 
to any seasoned traveler who visits the Communist regions, to 
any Christian, or to any enlightened human being. Yet we 
have seen this false doctrine grow and enslave a billion 
unwilling people, more than a third of all the people on earth 
and vast land areas of our globe. 

Communism, wherever it exists, is not there by the will or 
consent of the people. It is there because the people are 
prisoners of force, power, and terror. It would change even 
in Soviet Russia and in China if the people’s will could prevail. 
This is the Achilles heel of the Communist conspiracy. We 
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know it can be attacked and destroyed, probably with re- 
markable speed given the right set of circumstances. 

Today Cuba is a well-developed Communist state and a 
glaring worldwide symbol of United States’ indecision, weak- 
ness, unpreparedness, atid lack of purpose; it is the result of 
a series of ghastly American diplomatic, political, and journal- 
istic mistakes. 

Yet Cuba could become the graveyard of International Com- 
munism in the Americas and the world; it could also become 
the capital and fortress of a Communist Latin America. What 
happens there now is almost entirely in our hands to start 
and the hands of six million Cubans to finish, if given the 
torch. Liberty and freedom have a world of ready allies there 
and all over Latin America crying for leadership and direction. 


We know, of course, that our investments in Cuba already 
seized by Castro are twenty times greater than all the American 
investments taken and lost in Russia in 1917. The figures are 
$1,000,000,000 in Cuba; $59,000,000 in Russia. Capital is 
timid, and the lesson of Cuba already lessened capital invest- 
ment enthusiasm all over the New World. This the Soviets 
encourage and welcome, of course, as they seek to take over 
the role of friend and banker to Latin America. 

Cuba has become the Red beachhead in Latin America 
which was sought for forty years. And the Communists are 
mounting a military and propaganda bastion there aimed at 
all of Latin America, today their prime objective. The Russian 
and Chinese Communists, based on Cuba, have made re- 
markable progress in some areas through successful infiltration 
of the schools, colleges, labor unions, and even the govern- 
ments themselves. Their goal now is not a distant one; now 
the Communists are in a hurry. They believe and plan to 
win now, even this year, rather than in some future decade. 
The acceleration of their new drive probably reflects their 
knowledge that a quick victory is essential. Time is not on 
their side. 

There is good reason for this. The Red tide is at the flood 
stage; the momentum is great. Peking and Moscow know 
that the forward impetus and power of this surging flow will 
not be recaptured if it is contained or lost. So the time table 
has been advanced for the conquest in Latin America as soon 
as possible. 

Russia now is spending a half billion dollars in Latin 
America in straight out-and-out ideological and educational 
propaganda. European-trained Spanish-speaking agents have 
fanned out all over this continent. The Cuban diplomatic mis- 
sions have become the Communist general headquarters in 
every country. A daily “Hate America” campaign is flooding 
newspapers and radio and television stations throughout the 
continent and men’s minds are being corrupted and inflamed 
everywhere down there. 

Fired by a growing knowledge of conditions in better de- 
veloped countries poor people there are no longer content 
with the status of “the man with the hoe.” They are not pre- 
pared to accept for long, for themselves and their children, 
a permanently inferior place in the world society. 

Communism for such desperate people does not seem 
dangerous or faulty but rather a practical expedient by means 
of which a poor people can ruthlessly mobilize and attain 
economic and military strength and world esteem. 

When such people are told the wonderful things that 
have been achieved in Soviet Russia and Communist China 
and are denied the facts that Communism has not delivered 
the goods, they fall victim to our own failure to spreed the 
truth and are won over by the transparently dishonest but 
well-placed lies of the Communists. Our inability in projecting 
the real image of our country in contrast to the image the 
Communists spread is today’s sad reality. 
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The Communist world is willing to promise anything 
toward fulfillment of all hopes. It will do this despite its 
enslaved people and their own low living standards. Such aid 
will be short-lived or never given at all. But if it succeeds in 
extending Communist rule in Latin America, the Kremlin 
will have won further victories in the battle for the world. 
Police power holds people once cornered under control, as it 
has in Cuba. 

The property of others, not future development, is the 
prize the Communists offer the poor, the desperate, the dis- 
possessed. Castro, the American Lenin, won support of the 
Cuban people by his promise to take the wealth of the nation 
and subdivide it with the people; instead he has ruined Cuba’s 
economy. But this concerns the Communists little; people are 
their pawns, not their concern. 


It is this threat of seizure of all wealth that makes every 
Latin American official walk so gingerly in dealing with 
“fidelismo” in his country; he fears the false appeal of Castro 
to his own people might upset the nation and turn it to 
Communism as it has in Cuba. 

The United States has had its hands tied in Cuba because 
it has feared to act decisively since it was thought this would 
alienate public opinion throughout Latin America. And doubt- 
less it would have been disastrous to intervene. For political 
reasons in their own area, Latin Americans would privately 
applaud but publicly deplore any strong action in Cuba by 
the United States to put the Cuban people back into power. 

Yet so long as Cuba is a Communist beachhead, Latin 
America is in grave danger of falling into Communistic hands. 

I am reminded of what an American editor, who knew 
Russia extremely well, said a few years ago about the spread 
of Communism. 

“The real enigma,” he said, “is why we who are earmarked 
for conquest prefer to kid ourselves that Communism can 
somehow be bought off, or contained, or induced to commit 
suicide by suddenly renouncing global conspiracy and world 
domination. We behave as if this were a conventional dis- 
agreement between nations—a question of territory and mar- 
kets and colonies, as in the past. But it is nothing of the sort. 
What is involved is the ‘permanent revolution’ unleashed by 
Lenin, promoted with increasing zeal and success by all his 
successors. 

“We are doomed to defeat as long as we subsist on political 
tranquilizers.” 

This was another way of saying that we are finished unless 
we end our political sleep walking. The age of innocence, so 
far as Communism is concerned, is over. Cuba may have 
lighted the torch that will awake us all to our grim duty which 
is to expose and destroy this beast, not by force of arms but 
by telling the truth through an ideological offensive which 
Communism cannot face. The truth, if told as effectively as 
we sell soap or automobiles or drugs, would drive Communism 
from the face of the earth. 

I believe that if we ever turn the tide of Communism in 
Cuba, as we should have done in Hungary nearly five years 
ago, the ebbtide of Communistic disillusionment will slow 
this menace in Asia and Latin America and Africa and 
Europe and may eventually liberate Russia itself where the 
Russians have endured but never embraced economic slavery 
as practiced by the Kremlin. Revolution will not likely come 
to Russia from within but it might sweep the Soviet Union 
from without. The Soviet Union is no true union of states at 
all; it is a union held intact by power and terror. 

Communism is so patently specious, so brutally inhuman, 
so unsatisfactory economically, so jungle-like in its concept 
and so anti-Christ in its practice that if we believe in Christ, 
in peace, in the brotherhood of man and a world of law, order, 
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and equal opportunity we must believe that Communism will 
fail. 

The Communists have a tremendously productive machine 
and the slavelike labor of nearly a billion people, though, to 
feed their expansion plans. They are resourceful, they know 
what they want. They are controlled by a small disciplined 
dictatorship. They will follow amy means to an end. Death 
and destruction are not to be feared; indeed, these are to be 
welcomed when the need arises. 

But the weakness of Communism is its falseness and its 
inability to deliver its promises, and its effort to uproot and 
change human nature. 

Our weakness is a general belief, still existing, that somehow 
we can live with Communism. We remain on the defensive, 
forever defending freedom and our way of life against constant 
attacks, allowing the Communists to distort and poison the 
minds of men into believing that Communism is the true way 
of life and that liberty and freedom are possible only under 
Communism. 

But even where they are entrenched the strongest, the Com- 
munists have not stamped out the spark of liberty and desire 
of men to live in freedom and independence. We have a 
billion silent allies across the iron curtain. 

The first great defeat of the Communists anywhere may be 
the last battle of this war, for Communism cannot stand great 
reverses. The present slaves and prisoners of Communism will 
become the shocktroops against it. The Communists know 
this; they know the world will not live half-slave and half-free; 
that is why they seek total enslavement. 

We should not fear an ideological war since truth is on our 
side, and we have tremendous resources, means, friends, and 
allies. We also can rely on a built-in quality in every human 
being on earth—the desire to be independent, free, and to 
own something. 

If democracy and so-called free enterprise has the right to 
survive it also has a stern duty. And that duty is to expose and 
destroy the international menace of imperialistic Communism. 
Truth and determination are all the weapons we need. 

We all know that change is inevitable. Today we are the 
richest, most highly developed nation on earth, and we are 
not even 200 years old. But we have no guarantee or contract 
of remaining so. Three centuries ago Spain was the richest, 
most powerful nation on earth; but it passed its zenith. Brit- 
tania once ruled the waves. Rome, France, and a dozen other 
nations and civilizations which come readily to mind have 
tasted great glory no longer enjoyed. 

Already some people see in our civilization the seeds of 
destruction. We have no right to survive unless we can prove 
and defend our right. And you may be sure that we cannot 
long live on the lofty plateau of relaxed prosperity while 
billions flounder hopelessly in the jungle of economic chaos, a 
prey to false propaganda. 

Turning Communism back is not enough. We must rescue 
Latin America from economic entrapment and help people 
there to get on their feet. This could be vastly worthwhile 
because the thing most needed in Latin America is capital to 
develop raw resources which the world needs. It will be 
cheaper and easier to send our dollars and know-how there 
or elsewhere in peace than our youth in war against Com- 
munism. 

In a sense Cuba went Communistic because a vacuum was 
created there and we allowed the Communists to fill it; this 
must not happen elsewhere in Latin America or anywhere else 
in the world. 

Every American president since Calvin Coolidge has recog- 
nized the danger of Communism, but none ever tackled the 
problem of exposure and eradication. Appeasement, the belief 
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we could live together in peace, efforts to treat with the 
Communists in honor and trust, everything has failed because 
we are not dealing with conventional people; we are dealing 
with an international conspiracy. 

President Eisenhower once said that “We have learned the 
bitter lesson that international agreements, historically con- 
sidered by us as sacred, are regarded in Communist doctrine 
and in practice as mere scraps of paper. We can have no 
confidence in any treaty to which Communists are a party. 
The demonstrated disregard of the Communists of their own 
pledges is one of the greatest obstacles to success in sub- 
stituting the rule of law for the rule of force.” 

No previous president has been as squarely up against the 
final day, however, as is President Kennedy, and his approach 
to this menace will control our future. I sincerely believe this 
to be true. He knows the meaning of Communism, and | 
sincerely believe he.will take the initiative to challenge its 
imperialistic advance. He will need the support and the under- 
standing of us all, for no fact today in our lives is as important 
as this. 

Let me say that I believe it is the duty of the newspapers to 
prepare the people for this day with better understanding of 
Communisnf and what it means. I say to you that objective 
reporting of Communist news and statements is not only 
unrealistic, it is disastrous, because the Communists have 
learned how to use our press, radio, television, even our courts 
and sacred institutions for their purpose. 

Khrushchev knows he can get headlines in every newspaper 
in America by releasing an American or two illegally held, 
another peace proposal, a vague promise of disarmament, or 
an appeal to a summit meeting. Yet this is sheer propaganda, 
wholly without real or lasting meaning and designed to mislead 
or curry favor. This should be explained instead of taking 
everything the Communists say and do at face value. 

You have only to read a few pages of the reports of Com- 
munist meetings or their manifestos to realize that they distort 
and twist everything to give it a wrong meaning. They become 
the peace-loving people of the world; they are the democratic 
influences; they seek to aid all peoples. We are the imperialists, 
the war mongers, the exploiters of all people, the threat to 
world peace. 

Everything the Communists do or say is propaganda, and 
I believe they have lost all right to fair and impartial press 
coverage; every word of Communist news is manipulated and 
twisted; it should be presented not as fact but as propaganda, 
and we should no longer donate the headlines of our papers 
to this enemy which needs to be exposed instead. This can 
be done by an understanding press. 

Communism, the Soviet Union, and Communistic‘China are 
not any longer any “riddle wrapped in a mystery inside an 
enigma,” as Churchill once said. There is no mystery at all 
about the Communists or their plans unless it be the mystery 
of how people can be as dedicated and loyal to a system as 
bloody and tyrannical as theirs. 

Lenin once said he wanted no weekend or part-time workers. 
He said, “With a handful of dedicated people who will give 
me their lives, I will control the world.” That is the kind of 
conspiracy we face, and I hope you will go forth from this 
meeting determined to do everything you can about this. 

In conclusion, I am reminded of the philosophical heritage 
which Theodore Roosevelt left us nearly a half century ago. 

“Americanism,” he said, “means the virtues of courage, 
honor, justice, truth, sincerity, and hardihood—the virtues that 
made America. The things that will destroy America are pros- 
perity at any price, peace at any price, safety frst instead of 
duty first, the love of soft living, and the get rich theory of 
life.” 
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Russia’s New War Against Free Nations 
CAN THREATEN THE WELFARE OF WORKERS IN ANY COUNTRY 
By ROBERT C. BYRD, Senator from West Virginia 


Delivered before the Ravenswood Junior Chamber of Commerce, Ravenswood, West Virginia, January 26, 1961 


N A MOMENT of keen perception, James A. Garfield, 
20th President of the United States, said: “History is but 
the unrolled scroll of prophecy.” The truth of these words 

will become self-evident as I unroll for you the scroll of recent 
history—a history of Soviet maneuvering which foretells a new 
kind of Communist warfare upon the free nations of the world. 
It is a warfare patently designed to be bloodless, without 
hydrogen bombs or intercontinental missiles. 

The troops in this new and bloodless war are the masses of 
enslaved labor in Soviet bloc countries. The strategy for victory 
over the free nations of the world is the production of an 
avalanche of low-priced goods, raw materials, consumer dura- 
bles—all to be studiously dumped on selected world markets. 

The victories are to be achieved piecemeal—when economic 
dislocation hits the target country, bringing large-scale unem- 
ployment, hunger and misery—and then revolution inspired 
by planted Red agents. In each instance, of course, Yankee 
imperialism will be blamed, and, as in Cuba today, “Hate 
America,” will be the encouraged battle cry. 

For the past 3 years, a nervous Federal Government has 
been watching Russia and China test out this new strategy. 
At first, it was thought to be a freak occurrence when it was 
used against three economically poor countries—Bolivia, In- 
donesia, and Malaya. But now, with the scroll of history 
unrolled, we know otherwise. We know these three countries 
were deliberately selected for this mew Kremlin directed 
offensive, because all three have one thing in common: Their 
economies are mainly based on the production of tin. 

The start of the offensive against these three countries began 
3 years ago, when tin prices on the world markets suddenly 
fell almost 30 cents a pound. This was a calamitous hap- 
pening, and was followed in Bolivia, Indonesia, and Malaya 
by wholesale shutdowns of mines and processing mills, throw- 
ing countless thousands of workers out of jobs. In the demon- 
strations and riots that followed, as would be expected, Yankee 
imperialism was blamed. 

What had actually happened? Why this tremendous price 
break? Russia, heretofore an inconsequential producer of tin, 
had suddenly dumped approximately 25,000 long tons of tin 
ingots on the world markets. The Communist agitators and 
cheerleaders in Bolivia, Indonesia, and Malaya said nothing 
of this. 

But it was imperialist America and blood-sucking Great 
Britain who came to the rescue of those Soviet smitten coun- 
tries. Between them, it cost over $50 million to fight this 
Kremlin aggression by stabilizing tin prices again. There were 
no “Thank you, America” or “Thank you, Great Britain” 
rallies in Bolivia, Indonesia, or Malaya when this rescue 
operation brought the unemployed back to their jobs. Capitalist 
imperialism was still the fall guy. 

But to get back at America for this rescue operation, and 
at the same time to once again test this new economic weapon, 
Russia began dumping aluminum in England at about 10 
pounds sterling (about $28 in U. S. money) per ton under 
the price being charged by United States and Canadian 
producers. England, traditionally, has been a large volume 
buyer of North American produced aluminum, and this sudden 
Russian excursion into that market brought immediate un- 


employment in the ranks of Canadian and U. S. aluminum 
workers at a time when unemployment was already a headache 
in this country. 

How was Russia able to dump aluminum in Great Britain, 
of all countries? Through a weak clause in the British-Russian 
trade agreement. Canadian pressure quickly forced Great 
Britain to limit Russian aluminum sales to her to only 15,000 
tons per year. However, Canadian and U. S. producers were 
forced to cut their prices to Great Britain by 2 cents per 
pound—or, roughly, by $40 per ton—to meet this Russian 
thrust. 

Then Red China, at the Kremlin’s behest, got into the act. 
India, which the Communists had hoped to subvert, was 
pulling itself up by its bootstraps via enormous American 
aid. Japan was flourishing and about to agree to a new defense 
alliance with the United States. A Kremlin-directed wrecking 
job was needed. 

Japan and India are large and important producers of tex- 
tiles. This industry is an important economic main-stay in both 
countries. Traditionally, both these countries have had the 
sale of textiles to oriental and eastern markets pretty much 
to themselves. About a year ago, however, Red China, like a 
bolt out of the blue, began dumping textiles on oriental and 
eastern markets at prices far below those which Japanese and 
Indian producers could charge even with their own cheap 
labor forces. 

Again, it was the United States who came to the rescue by 
advising countries receiving our foreign aid not to use our 
dollars for purchases from Red China. In revenge, the Com- 
munists directed their Japanese cohorts to riot against Presi- 
dent Eisenhower's proposed visit, using the upcoming new 
defense alliance as an excuse. 

Today, Venezuela and the oil-rich Middle Eastern states are 
the new Kremlin targets—and oil is the commodity by which 
the Communist imperialists are seeking to break their eco- 
nomic backs. 

When Soviet Deputy Premier Anastas I. Mikoyan visited 
Cuba last year, he arranged a “sweetheart” trade agreement 
with Fidel Castro, the Kremlin’s South American bearded 
wonder. In a swap for sugar, Russia agreed to sell Castro all 
the secondhand tools of war he needed—and all the oil he 
needed at prices substantially below world prices. 

It was a neat deal, wrapped in a pretty bow tie, for, with 
guns, tanks, and cannon, Castro could flex his military might 
as a threat against his Latin neighbors, and with Russian oil 
he could throw a monkey wrench into the economy of 
Venezuela. 

Traditionally, most of the crude oil processed in Cuba has 
come from Venezuela. For the Venezuelans, this amounted to 
roughly $100 million worth of business annually—no small 
change for so small a country—a country whose economy is 
mainly based on crude oil production. But the Kremlin price 
to Cuba is $1 per barrel cheaper than the Venezuelan price 
this despite the fact that Russia has to deliver this crude oil 
close to 4,000. miles from its Baku oilfields, whereas Venezuela 
is practically around the corner from Cuba. And upon whom 
are the Communists in Venezuela trying to pin the blame for 
unemployment in that country—unemployment mainly due to 
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Cuba’s “sweetheart” oil deal with Russia? Yankee imperialists, 
of course. 

What has been happening to Venezuela has also been hap- 
pening to the Middle East oil countries. Traditionally, the 
Arab countries sold their crude and refined products to Far 
Eastern and Oriental countries. India was one of their biggest 
markets, buying more than $200 million worth of their 
products each year. Bur late last year, Russia, the friend of the 
Arab, made a sweetheart deal with India, offering her oil and 
oil products at prices substantially below those quoted by the 
Arab countries. Now, in those oil-rich Middle East countries, 
unemployment is growing along with misery. And who is 
being blamed for this? Good old Yankee imperialism. 

The time for questioning how it is possible for Russia and 
Red China to launch this new war against free nations is long 
past. Instead, we must recognize them as economic jugger- 
nauts that can whimsically threaten the welfare of workers in 
any country they choose. 

Of course, the real economic target on which the Kremlin 
has its aim is the United States. Nikita Khrushchev let the 
cat out of the bag in a speech he made in Moscow on May 6, 
1959. 

“The main bulwark of the contemporary capitalist world,” 
Khrushchev said, “is constituted by the United States, which 
has a more highly developed production and a higher standard 
of living. In order to achieve victory in the competition 
between the two systems (capitalism versus communism), 
we must catch up with and overtake those barriers to com- 
petition with capitalism—not with ballistic missiles, not with 
atomic or hydrogen bombs, but with our organization and 
unity. With a higher level of production.” 

The Soviet boss then went on to say, “Having achieved the 
level of production of the mostly highly developed state (the 
United States), we will not stop at that, but will advance with 
ever greater drive. We Communists say: ‘Capitalism will fail 
as everything obsolete fails and dies away.’” 

Well, we cannot say that Mr. Khrushchev has not warned 
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us of our ultimate demise—if we do not take his warning to 
heart and start doing some hard thinking about it. 

Today, although Russian production, by and large, is still 
not sufficient to materially hurt the United States, it can, by 
ruthless manipulation, be used to kill off friendly countries 
one at a time. Such actions, through accumulation, could hurt 
us drastically by isolating our economy and by cutting us off 
from world markets. 

Current figures on Russian production are not available. But 
in 1957, the latest year for which we have figures, Russia 
turned out 91 per cent as much iron ore as we did domestically; 
58 per cent as much cement; 50 per cent as much pig iron; 
and its aluminum output that year was about 22 per cent of 
the world’s total. Since 1957, you can bet your last dollar, those 
figures have been substantially increased. 

The threat of Russian production becomes more real when 
you are aware of this fact: We Americans produce primarily 
for our domestic market, which takes 95 per cent of our end 
products. The Russians and Chinese Reds, however, can ignore 
their domestic needs. They can take their entire production 
of an item and dump it on world markets at fantastically low 
prices for the explicit purpose of causing economic dislocations 
in any country of their choosing. 

How soon can the Soviets challenge the United States in 
an economic war? As soon as we let them. As soon as we stop 
thinking of ways and means of expanding our economy, of 
getting rid of the economic drag of depressed areas, of re- 
vitalizing the education of our youth, of helping business to 
help itself, of finding means by which to convert our vast 
natural resources into useful everyday products. This is the 
challenge facing us—a challenge we must take up, if we and 
our children are to continue living as free men. 

If we think and act in such terms, then the scroll of history 
we write today, and which our children will unroll tomorrow, 
will plainly indicate our prophecy in the future of America— 
of a greater and everlasting land of human liberty and human 
dignity. 


And Life Insurance 


COOPERATION BETWEEN EUROPE AND UNITED STATES ESSENTIAL 
By PER JACOBSSON, Managing Director of the International Monetary Fund 


Delivered at the 22nd annual meeting of the Institute of Life Insurance, New Y ork City, December 13, 1960 
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T IS AN HONOR to have been asked to speak to this 
gathering of representatives of life insurance companies 
from all over the United States, to whose care so much of 

the savings of the citizens of this country has been entrusted. 
By and large, these savings come from people with quite 
moderate incomes, giving them security over the years ahead. 
It is a terrible thing if, by a wild inflation or because of unwise 
management, their efforts to provide for safety and security 
would come to nought, and such calamities have occurred in 
more than one country during my lifetime. The consequences 
have not been confined only to the economic field, and, par- 
ticularly in Europe, have had political effects not very pleasant 
to recall. 

It is, as a rule, those who have a sense of foresight and 
responsibility that take out life insurance—people who are in 
many respects the backbone of their country. If these people 
lose what they have painfully saved, political power may get 
into less responsible hands. This is probably the more dan- 
gerous nowadays when governments have a greater capacity 


to direct, and even suppress, the lives of the inhabitants, but 
it was bad enough even in the past. Some of the world’s 
greatest writers, among them Goethe and Voltaire, have written 
memorable words about the nature of inflation. Voltaire, after 
the crash caused by the inflationary policies pursued by John 
Law, the Comptroller-General in France early in the 18th 
century, remarked: “Paper money has returned to its intrinsic 
value.” 

In all these circumstances, it is natural that those responsible 
for life insurance funds should concern themselves not only 
with the problems of safe and suitable investments from an 
accounting point of view, but also with the general trend of 
prices in order to determine whether or not there is likely to 
be any substantial change in the value of money. 

If we examine those countries in Europe which have passed 
through periods of almost limitless inflation since the last 
war—for instance, Germany and Italy—we find that for a 
number of years saving was unpopular and people almost 
ceased to take out life insurance policies, for they had no con- 
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fidence in their national currencies. To restore monetary con- 
fidence, the authorities in these two countries decided to carry 
out very cautious fiscal and credit policies, designed to build 
up substantial reserves. I need hardly tell you that they suc- 
ceeded in restoring confidence in the mark and the lira. There 
has been a revival in the business of the life insurance com- 
panies, which has been greatly beneficial from both an eco- 
nomic and social point of view. I might add that the cautious 
fiscal and credit policies waich these countries have pursued 
have not impeded economic growth. On the contrary, economic 
expansion in Germany and Italy has been at a higher rate 
than in almost any other country. We have here very telling 
evidence that the objectives of monetary stability and economic 
expansion are in no way incompatible. 

There are a number of other countries which have been 
spared the ordeal of galloping inflation, but which nevertheless 
have had to submit to a fair dose of inflation, both during and 
since the war. For instance, here in the United States, prices 
are now fully twice as high as they were in the 1930's. But 
this has not really impaired confidence in the currency, and 
therefore has not curtailed the business of life insurance com- 
panies. Fortunately, the price increases were, on the whole, 
gradual. In the minds of the public, a dollar has remained a 
dollar—even if the statisticians do tell us that today the dollar 
is worth only 50 cents. But for the ordinary man who is 
busy earning his living, this statistical calculation has not been 
an impelling reality in his daily life. 

I think that the ordinary citizen also took into account, 
perhaps subconsciously, that the World War was such a great 
calamity, such a vast and fearful undertaking, that it had to 
be accepted that there would be certain price increases. And 
while shortages existed after the war, the people here in the 
United States also accepted, I think, with a certain equanimity, 
the continued rise in prices. As the years passed, however, and 
supplies became more plentiful under conditions of fully 
restored production, the public began to expect the authorities 
to arrest inflation and restore the benefits of stable money. 
In this country, fortunately, price increases have become much 
less marked in recent years. Over the last 2 or 3 years whole- 
sale prices have been practically stable, and the cost of living 
has risen by little more than 1 per cent a year. This stability 
has already had beneficial results, and I think it came in 
the nick of time, for there were certain signs of uneasiness 
in the minds of the public. 

The stability of world prices has been helped by the increase 
in the output of goods of all kinds, which now far exceeds 
the pre-war production. There are plentiful supplies of fuel 
(both coal and oil), and of the whole range of raw materials 
and foodstuffs. More and more consumer goods are avail- 
able, and there is an increasing output of all kinds of tools 
and machinery. Transport facilities have been expanding, and 
freight rates are still low. At the same time, there is a greater 
willingness by the authorities to pursue cautious fiscal and 
credit policies. Inflationary financing of budget deficits is 
looked upon with disfavor, and, in any case, long-term interest 
rates are no longer pegged at any artificially low levels. 

As far as the supply of goods is concerned, there is no reason 
to believe that production will not continue to increase as a 
result of the large investments which have been made in prac- 
tically all fields. Nor are there any reasons to expect any 
irresponsible reversal of financial policies, or such a pushing 
up of costs that prices must inevitably be raised. I would like 
in this connection to make three observations: 

First, the very fact that we have not one currency in the 
world, but a number of countries with their own fiscal and 
monetary policies, constitutes a certain safeguard against in- 
flation. For given present ideas and the mood of people, it 
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is most unlikely that any number of countries would adopt 
inflationary policies at the same time. If one or two countries 
were to do so on their own, they would soon experience a 
deterioration in their balance of payments, resulting in a 
reduction in their gold and foreign exchange reserves, and the 
likelihood is that these warning signs would be heeded and 
that the proper corrective measures would be taken. 


Secondly, although a large country can have a greater in- 
fluence on world prices than a smaller country, I think that 
for a number of reasons the United States alone can no 
longer determine the trend of prices on world markets. Indeed, 
I would go so far as to say that I believe that these trends 
are today largely determined by forces outside the United 
States. Western Europe imports about three times as much raw 
materials and foodstuffs as the United States, and most of the 
international commodity markets are situated outside this 
country. The United States is so largely self-sufficient that its 
influence on world prices is not in proportion to its economic 
capacity and output. It is therefore not surprising that in the 
last few years the United States has felt more strongly the 
impact of competition from other countries, and market 
conditions abroad have had an effect on prices here. 

Thirdly, in the past, great wars have been the cause of 
inflation, but in between those wars there have often been 
long periods of considerable stability; that was the case not 
only in the 19th century between the Napoleonic wars and the 
First World War, but also in earlier times. If it is true that 
the very frightfulness of a nuclear attack will prevent a third 
world war, the chances for a period of monetary stability 
would seem to have been greatly enhanced. ; 

You will no doubt recall the state of mind which prevailed 
here in this country a year ago when we heard so much opti- 
mistic discussion about continued and growing prosperity in 
the roaring sixties. There were, however, a few who did not 
share this exuberant optimism, but held the view that the U. S. 
economy would have to pass through a period of somewhat 
difficult readjustment. After years of predominantly inflationary 
climate, the economy had to be adjusted to conditions of more 
stable prices; in other words, it was necessary for people to 
learn how to live without inflation. Much of the readjustment 
which was necessary has already been carried out and, I am glad 
to say, under conditions of quite good business. As was to be 
expected, it was accompanied by a certain relaxation in activity. 
There has been some discussion whether or not this relaxation 
should be called a recession. This is really a question of 
terminology. 

I do not think that the recent relaxation can be compared 
with a cyclical decline in business activity. So many of the 
typical signs of a cyclical decline have been absent; the total 
awards of heavy construction contracts have, for instance, 
this year been some 12 per cent larger than last year; and, 
internationally, boom conditions have continued—especially in 
Europe. The relaxation here has been the direct result of the 
“deflation of inflationary tendencies,” to employ an expression 
of Mr. William McChesney Martin, the Chairman of the 
Federal Reserve Board in Washington. It was indeed fortunate 
for this country that the change in psychology came at the 
time when there was no cyclical decline, for it might have 
had disastrous effects if it had coincided with a real recession. 


Recently, however, there have been some signs of a modera- 
tion of the boom in Europe, and also of some intensification 
of the relaxation here in this country. Even so, I believe 
that in certain respects business conditions in the United 
States are today somewhat healthier than they were a year 
ago. In the first place, a considerable readjustment has already 
taken place. For many products, domestic and export prices 
have been adjusted to what the market can carry. Inventories 
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have not risen. Stock exchange prices are more realistic now 
that there is little or no hedging against inflation. 

And this is true not only of the stock exchange. Business- 
men’s expectations generally are more realistic. There may 
still be those who dream about the possibility of raising 
prices without any adverse effect on sales, but they are getting 
fewer and fewer. This change in expectations has had an 
influence on the attitude toward costs. In brief, there is today 
a stronger resistance against cost increases than there has been 
at any time since the war. 

As far as the balance of payments is concerned, you are no 
doubt fully aware that there has been an impressive increase 
in U. S. exports, which may amount to $31 billion for the 
year, and that imports have remained at very much the same 
level as before. Although the increase in exports has been 
facilitated by the boom in Europe, it proves I think that 
American industry can still compete in many export markets. 
There has thus been a basic improvement in the U. S. balance 
of payments, and the trade surplus will probably amount to 
$414 billion. With net income from investments and services, 
making $61 billion, this should be more than sufficient to 
cover all Government expenditure abroad, including ex- 
penditure for military purposes and official foreign assistance 
of all kinds. 

The improvements which I have just mentioned have taken 
place in what the Europeans call the current account of the 
balance of payments. For the United States, this account is 
now fully in equilibrium, and this has already contributed 
to a less pessimistic evaluation of the U. S. balance-of-payments 
problem and to a calmer attitude in recent weeks on the 
foreign exchange and gold markets. 

But the U. S. balance of payments is also affected by move- 
ments of capital account—private long-term investments 
abroad and movements of short-term funds. With a strong 
boom in Europe, interest rates there have been higher than 
in this country, and so for some time, it has been possible to 
invest funds more profitably in Europe. But when such invest- 
ments are made, the United States acquires valuable assets as 
a counterpart. The outflow of funds has, however, been con- 
siderable, and for 1960 the overall deficit in the balance of 
payments will probably reach $314 billion, and thus be of 
about the same magnitude as in 1958 and 1959. Such a large 
deficit can obviously not be allowed to continue forever, and 
neither will the boom in Europe last forever. Official discount 
rates have recently been reduced in France, Germany, and 
Great Britain, and it is likely that these reductions will have 
some influence on the movement of short-term funds. 

As far as more permanent investment abroad is concerned, 
I am inclined to think that before very long some alleviation 
will also set in. For I believe that there will in years to come 
be more capital available in Europe for use abroad. It is ex- 
pected that the population there will grow at a slower rate 
than in the United States; the experts tell us that in the next 
40 years the annual increase in population in Western Europe 
will be about 0.7 per cent, while in the United States it will 
be something like 1.4 per cent, and in the rest of the world 
nearly 2 per cent. Much of the demand for capital comes, of 
course, from the needs of a growing population, not only for 
houses, hospitals, schools, and services, but also for tools and 
equipment. It is interesting to remember that before 1914 
France, with a relatively small rate of growth of population, 
was the main center for the issue of foreign loans. If, there- 
fore, more capital is available after meeting Europe’s own 
needs, it will very likely flow to other continents, including 
the United States. It will presumably take many forms: the 
financing of international trade, repurchase of assets now 
owned by Americans in Europe, purchase of stock exchange 
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securities, as well as direct investment by Europeans in the 
United States. 

Do not let me give the impression, however, that there will 
be any immediate relief for the U. S. balance of payments. This 
country will still have to continue with cautious fiscal and 
credit policies, and watch the trends of costs. A few weeks ago 
Professor Galbraith in a statement on the U. S. balance of 
payments’ problems put the avoidance of cost increases as 
the No. 1 desideratum of the policies to be pursued to reduce 
the overall deficit. I agree with him that this should certainly 
have the very highest priority. Money wages are high in the 
United States, and so is productivity, but the relation is not 
so comfortable that costs can be allowed to increase without 
giving rise to a danger that U. S. industries might price them- 
selves out of export markets, with further adverse effects on 
the balance of payments. 

Some people clearly recognize this danger, but think that 
attention to costs is required only for balance of payments 
reasons, and believe that if it were not for the balance of 
payments, the U. S. economy would enjoy much greater 
freedom of action. As far as I can see, this is an illusion; there 
is an equally great danger that American industries might 
price themselves out of the domestic market as well. One of 
the main objectives of policy in the coming year will be to 
overcome the slackening in activity and reduce unemploy- 
ment. Whether one listens to Keynes or his predecessors, an 
essential condition for success is that costs should not be 
allowed to increase. I think that in the present state of activity, 
the authorities can well permit the continuation of fairly easy 
money and also take steps to stimulate activity, especially in 
the depressed areas, provided the measures taken do not lead 
to cost increases or hamper the essential adjustments of the 
free market. The experience of many countries shows that 
a combination of cost adjustments with credit expansion is 
the most effective way of achieving a recovery in business 
activity. Costs can, of course, be reduced in many ways, even 
without reducing money wages. Indeed, cost adjustment 
through rationalization is the policy most likely to improve 
real wages over a period of time under conditions of rising 
employment. 

When I said that a fairly easy money policy may be pursued, 
I would like to underline that this will basically reflect the 
continuing high level of savings in this country. While business 
has passed through the transition from an inflationary psy- 
chology to the expectations of more stable prices, there has 
been a certain tendency to hold back a little in making in- 
vestments in stocks and bonds, and also in plant and equip- 
ment. Those who have funds at their disposal have often 
preferred to keep a large part liquid. As a consequence there 
has been an accumulation of funds awaiting investment. This 
is generally good money—money earned and saved—most 
of which is likely to seek in the end more permanent 
employment, and which will thus exert a steadying influence 
on capital values. I believe we have seen signs of such an 
influence in recent months on the stock and bond markets— 
and this has had a steadying influence on confidence. 


For the future, easier money conditions in the short-term 
market and subsiding fears of inflation will naturally tend to 
bring interest rates down in the long-term market as well. 
But only if business fails to pick up again would long-term 
rates decline substantially. When recovery sets in after the 
present period of relaxation, there should once again be a 
strong demand for capital, which would bring to a halt any 
further decline in long-term rates. The experience of the last 
70 years shows that there has been a concurrence of rapid 
economic growth and rising interest rates. In those conditions 
rising rates do not impede growth; they are rather a reflection 
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of growth. Instead of being looked at askance, rising interest 
rates should then be considered as a sign of favorable develop- 
ments, something to be welcomed. 

Now these considerations will have some consequences for 
debt management policies. The limitation of a rate of interest 
of 414 per cent on the issue of Government securities with 
a maturity of more than 5 years poses rather less difficulties 
today than it did a year or so ago. But it may well happen 
that with more business activity this limitation may once 
again prove to be a serious disadvantage, and I think it would 
be proper to consider a relaxation of this limitation well in 
advance of any change in market conditions. May I add that 
for anyone familiar with the capital markets in Europe it 
seems strange indeed that such an inflexible limitation is 
maintained in this country. I do not want to imply that you 
should feel it necessary to follow what is done in Europe, 
but I do believe that in the future this limitation may be a 
handicap not only internally but also in U. S. financial rela- 
tions with the other side of the Atlantic. 

In a recent speech, Mr. Henry C. Alexander,* chairman of 
the board of the Morgan Guaranty Trust Co. of New York, 
also suggested that the Federal Reserve System's obligation 
to maintain 25-per cent gold backing against notes and deposits 
should be abolished, so that all U. S. gold would be fully 
available as cover against external liabilities. In a staff study 
on international liquidity, which was published by the Inter- 
national Monetary Fund in 1958, it was noted that a great 
number of countries have seen fit to abolish cover requirements 
in terms of gold because gold is mostly no longer needed for in- 
ternal purposes, but only for the settlement of international ob- 
ligations. For my part, I think it would be all to the good if the 
maintenance of the 25-per cent gold cover rule, as well as the 
4\4-per cent interest rate limitation, could be removed simul- 
taneously. I am sure that opinion abroad would regard the 
simultaneous removal of these two limitations with approval, 
and that such steps would thus contribute to a strengthening 
of confidence in the dollar. 

Looking back at the relations between the financial forces 
here and in Europe over the last 40 years, two things stand 
out. The first was a failure: the failure to establish close 
relations between the European and American financial 
authorities in the period between the two World Wars. The 
result was the derangement of the world’s financial affairs 
throughout the ‘1930's, when the world was split up into 
separate currency areas—the dollar area, the sterling area, for 
a time the gold bloc, and Dr. Schacht’s regime in Germany 
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and Eastern Europe. The punishment was a complete stag- 
nation of world trade, with massive unemployment in many 
countries. 

The second event of outstanding importance was the pre- 
eminence of the United States in financial affairs after the 
Second World War. I think it must be said that the United 
States used this preeminance with a magnanimity and gener- 
osity which, even though it may have been in its own en- 
lightened self-interest, will stand out in history as an almost 
unparalleled act of statesmanship. 


But events have moved on and we are now in a new 
situation. The European countries have recovered from the 
ravages of war, and can again play their part in the world’s 
economic and financial affairs. Today Western Europe has 
an influence on the trend of world prices at least as great as 
that of the United States, and it will probably be able to 
provide, as I have already mentioned, increasing amounts of 
capital for investment in other parts of the world. The Western 
European countries should then be able to share more fully 
in assistance to the less developed areas. Cooperation between 
Europe and the United States in the formation of economic 
and financial policies will indeed be essential. I think this is 
becoming more generally appreciated. One of the purposes 
of the International Monetary Fund, as set out in its articles 
of agreement, is to promote international monetary coopera- 
tion and to provide machinery for consultation and collabora- 
tion on international monetary problems. The Fund can play, 
and has already played, a very useful role in this respect. The 
transformation of the Organization for European Economic 
Cooperation, in which the United States and Canada are as- 
sociate partners, into the Organization for Economic Co- 
operation and Development, in which the United States and 
Canada will be full members, is also an event of great sig- 
nificance. 

Fortunately today the leading industrial countries have nearly 
all accumulated sufficient—or almost sufficient—reserves, tak- 
ing into account the secondary reserves available to them 
through access to the International Monetary Fund. In these 
circumstances the industrial countries can together exert a 
very great influence on the world’s monetary affairs. I should 
like to finish with a plea for support for an increasingly close 
economic and financial collaboration between Europe and the 
United States. This is, of course, largely a matter for the 
authorities, but the support and example of influential private 
institutions—and not least those which manage so great a 
portion of the public’s-savings, as the life insurance companies 
—can be of real help in achieving this objective. 


Interdependence In The Free World 


HOW TO MEET THE CHALLENGE OF THE TIMES 
By THE EARL OF HOME, Secretary of State for Foreign Affairs 


Delivered before the Institute for the Study of International Politics, Milan, Italy, January 30, 1961 


AST NOVEMBER I had the pleasure and the privilege 
of visiting Rome at the invitation of your Government 
and today I am honored to be here in this great city of 

Milan—which takes pride in its claim to be the capital of 
Northern Italy and the industrial capital of your country. 
You in Milan, among the foremost of the Industrial leaders 
of your country, have a great responsibility, for influence and 
authority in the world today are closely linked with economic 
strength. I have no doubt that your eminent Foreign Secretary 


would tell you that foreign policy is only effective in so far 
as it can be based on an efficient and thriving economy. We 
rejoice to see all the evidence which goes to prove that Italy 
is firmly set on the path of industrial growth and expansion. 
Your country and mine are no doubt competitors in world 
markets but I can assure you that the prosperity of Italy is 
close to our hearts. It contributes to the health and stability 
of Europe and of the world. We wish to be partners in pros- 
perity. Steady industrial growth is necessary because a country 
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in the 20th century has to assume burdens and obligations 
outside its national frontiers; in the field of collective defense, 
because no nation can stand alone and survive; in the field 
of international investment because the present gap between 
rich and poor in the world cannot be allowed to continue if 
we wish to remain at peace. 

And that introduces the theme of my talk to you today 
which is Interdependence. 

As one of the difficulties of life is that words mean different 
things to different people I must define that word. It is very 
simple. Interdependence for us in the West simply means 
that our countries have need of each other. And the need is 
measured first against a challenge to our way of life which 
is global and secondly against an opportunity for betterment 
and expansion which science shows us is limitless. 

I wish I could concentrate on the opportunity and ignore 
the aspect of threat and division and discord, but look where 
you will it is the backcloth of the world stage. 

That is the tragedy of today because the basic needs of 
man in Asia and Africa, and this is where much of the history 
of the next 100 years will be written, are not resolved by 
politics alone. The underfed millions of China will not be 
nourished by the doctrinal dialectics of Communism. 

Nor will the emerging states of Africa be able to build 
themselves into nations on a diet of cold war between rival 
political ideologies. 

The need of the Asian and African is essentially for food, 
for medicine, for education, for administrators, for basic 
development. 

UNDER-DEVELOPED AREAS 

The numbers of children born into the world especially in 
under-developed areas and the resulting pressure of popu- 
lation on resources is perhaps the greatest problem humanity 
faces for the future. Political theory and slogans can make 
no contribution to the solution of these basic problems of 
mankind, but if science and capital and administrators and 
educationalists could be brought together in a great co-opera- 
tive enterprise there would be a chance of bringing these 
great nations with their teeming millions through their ordeal. 
It is not philanthropy, it is self-interest which should press 
us—Communist and capitalist alike—into action. For if half 
the world is at a starvation level the prosperity of the rest 
will always be in danger, and if the division caused by rival 
political ideologies prevents technical co-operation, the work 
for mankind can be only half done. There are of course many 
who see the truth and act on it. The technical agencies of the 
United Nations are working valiantly to make an impression 
on these problems by co-ordinated and co-operative action. 
There is the Food and Agriculrure Organisation whose head- 
quarters is here in your own country, the World Health 
Organisation, UNESCO and the various relief Agencies. The 
valuable work they do unobtrusively and conscientiously begins 
to put into effect the theory of interdependence, and shows 
that countries of different races and beliefs can work side 
by side, objectively and in a positive way, in tackling the 
basic needs of society. 

That is real progress and I believe this is what the world 
wants and in particular the Afro-Asians who by 20th century 
standards are under-developed. It is this task above all upon 
which the United Nations ought to be spending much more 
effort and upon which the member countries ought to be 
spending a larger share of their resources. It should be 
realized that this could be done at once if at the resumed 
session of the General Assembly in March we could abandon 
barren political wrangles in favor of constructive programs 
for economic interdependence. An objective analysis of the 
world program of investment and aid in Africa and Asia 
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would show growing nations very clearly who are the friends 
of the under-developed. It was for instance the Western coun- 
tries which created the International Bank and the Inter- 
national Development Association. To neither of these do 
Russia or her East European satellites subscribe at all. Since 
the International Bank was set up in 1947 over $5 billion 
have been made available as loans for numerous projects in 
six continents. Statistics are wearisome, but I must just add 
what we in the United Kingdom are doing. We have a 
commitment to the International Bank of $2,600 million and 
have actually contributed $316 million taking into account 
various bond issues. Italy makes her own contribution. The 
United States carries the greater share of the burden, and Mr. 
Kennedy has already made it clear beyond doubt that these 
are the real problems upon which those who wish to help 
mankind should concentrate their efforts. All of us want to 
do more and there can be no doubt whatever that enormous 
resources could be freed for development if the governments 
of the Sino-Soviet bloc would lift the tensions of the cold war. 
It is this which arrests development and progress. 
SOVIET UNION 

If Russia and her friends who do not at present contribute 
anything to the International Bank or the International 
Development Agency would contribute on a comparable scale 
to the West there could be a great surge forward in develop- 
ment in Asia and Africa. 

The choice as to whether the resources of the world shall 
go into development for the welfare of mankind or into 
weapons of war lies very largely with Mr. Khrushchev. 

A few days ago in his message to the President of the 
United States he declared that he wished to foster good 
relations with the United States and the countries of the West. 

If that means that the Communist bloc will put aside the 
campaign for the total victory of political Communism in 
favor of economic and political cooperation; if that means 
an end to interference in the internal affairs of other countries 
and the repudiation of the policy of divide and rule; if it 
means that the attempt to freeze the United Nations into blocs 
is discarded in favor of joint endeavor—then it will be 
splendid news and the response of the West will be generous 
and unstinted. For it would be a change from policies which 
are the antithesis of inter-dependence to the policy of the 
good neighbor in international affairs from which all co- 
operative effort must spring. 

I profoundly hope that Mr. Khrushchev’s words will be 
translated into deeds which will reverse the harsh impression 
which was left upon international opinion by the recent 
conference of the Communists which was held in Moscow. 
There the Communist representatives seem to have agreed 
that world war would not be in their interests. That we can 
count as a gain. 

Unhappily, however, we were in the same breath told that 
the political, economic and ideological struggle to which the 
Sino-Soviet bloc is committed and which is misleadingly 
described as peaceful co-existence is to go on. And particular 
emphasis is laid on the intention of increasing Communist 
effort to exploit nationalism and racialism in Asia and Africa. 
Laos and the Congo are clearly examples of what this may 
mean. 

LAOS 

The only sensible policy for Laos is one of genuine 
neutralism. It is to that end that we in the United Kingdom 
are working and we hope that we shall get the Russians to 
collaborate with us. We are convinced that the best chance 
of bringing about a cease-fire in Laos and in organizing a 
constructive peace is for the International Commission to 
return to the country. As British Foreign Secretary I have a 
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special responsibility as I am co-chairman, with the Russian 
Foreign Minister, of the Geneva Conference. I am in touch 
with Mr. Gromyko and I very much hope that he will agree 
to support the return of the Commission. If he will agree I 
think that we have a chance to show that co-existence can 
be really peaceful. We must all be quite clear what the 
alternative to really peaceful co-existence is, it is that the 
restless, ceaseless probing by the Communist bloc in all parts 
of the world will go on, that the pace will quicken, and that 
another generation must squander its energies in cold war. I 
profoundly hope that this will not happen, but we must have 
evidence on which we can build solid hopes. Until we have 
such evidence we have no choice but to recognize a challenge 
of Communism and, having recognized it and taken its 
measure, decide upon our reactions. 


INTERDEPENDENCE AND THE FREE WORLD 

Now I have no doubt as to the first of the answers which 
we must give to this grave threat to our whole way of life 
and to the principies of living which we believe are true. The 
countries of the free world must draw closer together. We 
must organize and practise interdependence between ourselves. 

‘here are three aspects to which we must give our attention. 

First we shall lose the cold war unless continuously and 
together we answer the charges which the Communist coun- 
tries lay against our societies, and in answering these charges 
so expose to all the true face of Communism. 

So much anti-Western prejudice has been created that 
unless an accusation is countered quickly and factually and 
repeatedly there is a tendency for those who are new to the 
techniques of Communist propaganda to believe that it is 
true. 

There is a tendency already for Russia and her friends to 
make hostility to the West a criterion of genuine independence. 

To advertise our Own merits is not an exercise which we 
enjoy but unless we overcome our reluctance, the Communist 
bloc, using in particular the United Nations Organisation, 
could achieve a decisive shift in the balance of political power. 

NUCLEAR DETERRENT 

Secondly we must be firm and resolute in our support of 
the nuclear deterrent for it is becoming clearer every day 
that this is the influence in the present circumstances which 
keeps the peace. It seems that at long last the Soviet Union 
have accepted, as we do, that a nuclear war will mean the 
destruction of the world as we know it, of themselves as well 
as their opponents. In other words they are deterred from 
major aggression by the balance of nuclear power. Of course 
this is far from an ideal state of affairs; it involves risks, but 
these are less than those which we would run if we allowed 
the defenses of the free world to become weaker than those 
of the other side. In this respect our policy of perseverance has 
paid 

BALANCE BETWEEN NUCLEAR 
AND CONVENTIONAL WEAPONS 

Having by perseverance and endurance convinced the Rus- 
sians that nuclear war does not pay, our next task is to show 
that limited war will get them nowhere and must also be 
abandoned as a policy. To make sure that we are in a position 
to do that we must from time to time review the purpose and 
structure of our alliances to make sure that the balance between 
nuclear and conventional weapons fits the evolution in tech- 
niques and strategy. Communist tactics are centrally directed 
and they can only be matched and met if we have united 
policies ourselves, and combine to use our resources to the 
best possible advantage. 

Thirdly, we must try to bring the Soviet Union and its 
allies to serious and genuine negotiation in order to lessen 


the chances of war. As words mean different things to the 
Communists and to ourselves, I must be explicit on what we 
mean by negotiation. 

I do not mean a meeting or Conference into which one or 
the other goes with the sole purpose of winning a victory. 
That is nothing better than a manoeuvre in the cold war. 

The only objective should be an honorable solution in 
which the only victor is mankind. 

President Kennedy has given a lead which could mean a 
new start when he declared that we should never negotiate 
from fear but never fear to negotiate and I believe that there 
should be some genuine community of interest between the 
West and the Communist bloc and that there are opportunities 
for fruitful negotiation. There are several issues over which 
progress could be made. 


NUCLEAR TESTS BAN 

There is the banning of nuclear tests. The Conference in 
Geneva has now been in progress for more than two years 
and much patient and laborious work has been done. The two 
sides have conducted these negotiations in a spirit coming 
closer to objective study and fair give and take, and they have 
been carried through in comparative privacy. As a result the 
two sides have come appreciably nearer together, and in the 
meantime—an advantage which is often ignored—there have 
been no further tests. There remain three or four different 
technical points, but if the will is really there—and I can 
pledge that it is there on our side—it is certain that we could 
agree. The advantages from the point of view of world health 
in stopping atmospheric explosions would be significant; and 
if we could prevent the spread of the manufacture of nuclear 
fissile material to other countries, it could be a decisive step 
in ensuring the survival of man. It must surely be in Russia's 
interest, to secure that there is no addition to the number of 
countries which can manufacture nuclear weapons. From 
such a beginning involving a modest and practical scheme of 
inspection I would hope that confidence would spread to the 
field of general disarmament. Here I am sure that we could 
save the world a great deal of anxiety and a lot of money if 
the Soviet bloc and the West could base disarmament on one 
guiding principle. That is that whatever the level of arms 
the balance of total forces on either side, both nuclear and 
conventional, should be even. 

Today the balance is held at a high level of manpower 
and weapons; it could be fairly rapidly brought down to 
everyone's benefit to much less dangerous poise. 


DISARMAMENT AND CONTROLS 

This of course raises the problem of adequate controls. 
Khrushchev has said that the Russians will accept or consider 
(two very different things) our ideas-on control, if we accept 
his ideas on disarmament. The essence of the matter is the 
relationship between a comprehensive disarmament plan on 
paper and the control which will be meeded to make it a 
reality. Our aim is to get back to discussion round a table— 
to thrash the matter out. And meanwhile if it will help we 
certainly accept the idea that the process of disarmament once 
begun should be continuous, and if that is plain I feel that 
we should be able to work out the practical stages by which 
the program should be carried through. 

Once we could make a start most profitably I think in the 
field of nuclear tests we believe that many of the bogeys and 
fears will disappear. 

The moment confidence begins to return disarmament would 
gain a momentum of its own. 


UNITED KINGDOM AND INTERDEPENDENCE 
As an ounce of action is always worth a ton of theory I 
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would like to end by trying to show you how we in the United 
Kingdom attempt to put the theory of interdependence into 
practice. 

The main stream of our thought is fed by three tributaries 
—our proximity to Europe, our partnership within the Com- 
monwealth and our military Alliances. 


BRITAIN AND EUROPE 

In the 20th Century Britain is part of Europe. Even if we 
did not share the same inheritance of culture and learning, 
gone are the days when we could consider ourselves an island 
fortress protected by the Channel and our Navy. Isolation 
even for the strongest power is no longer a tenable policy. 
Our protection in these days of nuclear power and ballistic 
missiles lies in the continent of Europe itself. That is not 
entirely a selfish reason for seeking closer association for 
although our power is less we still have a lot to give. There 
are two main reasons why we are straining every effort to find 
a solution to the present economic division of Europe. I 
believe that your leaders with whom Mr. Macmillan and I 
have had talks understand and sympathize with our aims. The 
first is the obvious truth that, in the face of Communist unity, 
we cannot afford to be divided amongst ourselves. 

The second is that, if Western Europe is to make the fullest 
possible contribution to the needs of the developing countries 
—and interdependence requires that we should do so—then 
we must eliminate barriers to trade between ourselves. Such 
barriers can only lead to a waste of our resources. Of course 
there is bound to be an element of rivalry between us in trade 
and industry. We do not seek an easy market for our goods 
and as you yourselves know so well, competition is the main- 
spring of enterprise. It generates efficiency and energy. But 
competition is one thing; exclusion through tariff groups is 
harmful for political as well as economic reasons. There is 
thus a serious danger that Western Europe will be divided 
not only economically but also politically and in other ways. 
I am delighted that, when Mr. Macmillan met the President 
of the Council, Signor Fanfani last November, they were able 
to record their determination to find a solution to the problem 
created by the existence of the two groups and to agree that 
the special problems facing Italy in this connection should be 
the subject of further informal exchanges. A meeting between 
Italian and British officials for this purpose will begin in 
London on February 2. We shall persevere, together with our 
partners in the Seven and in consultation with the Common- 
wealth, in trying to find a solution to these difficult matters. 
We hope that your Government and your partners in the Six 
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will be prepared to tackle this problem in a similar spirit. 


COMMONWEALTH PARTNERSHIP 

Our partnership with the Commonwealth—the second 
main factor in our policy making—is one of the reasons 
why we cannot just step into the present organisation of the 
Six unconditionally. We have to ensure conditions which 
would avoid serious damage to this Commonwealth partner- 
ship. Its political strength and the sense of comparative 
stability which it gives to world society rests partly on the 
Commonwealth system of preferential trading. Nearly half 
of the world’s trade is conducted within the Commonwealth 
and no-one would gain if its economic interdependence or 
its political cohesion should be destroyed. For the Common- 
wealth is perhaps the best answer to the propaganda of the 
cold war. Since the war 600 million people in the British 
Commonwealth have been led to independence and self- 
government. In that it is multi-racial, with one or more 
members in each continent, it makes a convincing contribution 
to the conception of one world. 

The third tributary making up the stream of our policy 
is represented by our system of alliances. 


N.A.T.O. 
The N.A.T.O. Alliance in which we are partners with you 


is the very pivot of our national defense. It came into being in 
1949 when the liberties of Europe were threatened, and let 
us always remember that after twelve years of its operation 
that it has successfully kept the territorial integrity of Europe 
intact. Behind its shield Europe has been rebuilt and flourishes. 
It has enabled American military power to stay in Europe 
and it has brought reconciliation between former enemies 
to a point where they integrate their military planning and 
combine in their military action. 

At this point, when there has been a revolution in the 
field of nuclear weapons it is natural and right that the 
members of the Alliance should review the purposes, control 
and deployment of the nuclear armory. That is to keep the 
alliance abreast of the times. But our support for N.A.T.O. is 
as strong as ever because it is necessary for collective security 
and because it provides the impulse out of which the unity 
of Western Europe may grow. 

These are my answers to the questions. “How do we meet 
the challenge of the times?” Whether it be the challenge from 
the Communists or whether it be the challenge of opportunity 
which the 20th Century brings the one answer is “inter- 
dependence.” 


United States-Canadian Relations 


WE MUST REGAIN CONTROL OF OUR OWN AFFAIRS 
By WILLIAM HAMILTON, Postmaster General of Canada 


Delivered to the Canadian Club, Sarnia, Canada, January 10, 1961 


KNOW OF NO GROUP in Canada which I feel more 

honoured in being asked to address than a Canadian 

Club, nor any group which I feel is more significant in 
the nationwide contribution which it makes to our country. 
There is a greatness in the concept of Canadian Clubs and 
the degree to which they maintain the Canadian personality, 
the Canadian ideal of independence, and constitute a medium 
for the formation and expression of Canadian thinking. 
Nothing is more necessary than that we imbue Canadians with 
pride in their heritage, with the realization of the greatness 


of the past and the destiny we all look forward to in this 
country. 

As our Prime Minister, speaking to the Canadian Club of 
Ottawa not long ago, said “This club and all the Canadian 
clubs across the nation develop a distinct Canadian pattern 
and promote the attainment of the unity of viewpoint,” and 
to this I add my own observation that few things are more 
necessary at the present time. 

Within this framework it is fitting, I think that I should 
speak to you on United States-Canadian relations. 
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WILLIAM HAMILTON 


Throughout the history of mankind relations between 
nations have never been easy. The powerful have dominated 
the weak. Equals have pursued a course of uncertain co- 
existence delicately balanced between friendships and alliance 
and antagonism and jealous rivalry. Proximity has always in- 
tensified the compulsion for one nation to dominate another. 
Traditionally, this has been done by military conquest but 
in our slightly less belligerent world of modern times such 
direct measures have often been replaced by economic im- 
perialism and economic aggression. Such activity, while it 
may not change the flag of a nation, can be equally effective 
in making it the vassal-state of another power. 


It is well to recall these traditional ways of international 
relations when we examine objectively the relations of the 
United States and Canada. For while in relative terms there can 
be no doubt that compared with Canada the United States is 
mighty and powerful, perhaps the most significant factor in our 
relationships is that, following two centuries of intermittent 
wars and skirmishes and conscious attempts by one part of the 
continent to bring the other part under its direct domination 
and control we have reached a point where the national free- 
dom and sovereignty of Canada is most clearly not endangered 
by any wish of the United States government to infringe upon 
it. 

This is so clearly true that many may wonder why it need 
be said but it is confusion on this very point which had led 
to much of the controversy and comment over Canadian- 
United States relationships at the present time. 

For the problems and difficulties which we face today as 
regards the United States are not essentially problems and 
difficulties arising between two nations, one of which has 
a national policy leading to aggression against the other. 
Rather, they are largely problems and difficulties which arise 
from the normal commercial and economic relationships of 
citizens of one free nation with citizens of another free nation 
—problems which arise in the commercial market place, in 
the money marks, and in the natural and proper desire of 
individual citizens to maximize their income and their profits 
through ordinary commercial practices. 

In such matters, as in all matters, the Canadian government 
has as its primary responsibility the protection of the sovereign 
interests of Canada and the development of our nation in the 
best interests of our own citizens. When measures are taken 
to that end they are taken not in a spirit of bitterness and 
animosity toward some other nation but in a positive manner 
in the interests of our own country so that the normal processes 
of trade and commerce may be turned to national advantage 
and not allowed to destroy national sovereignty. 

Indeed, while for a time action in this regard may be in- 
terpreted in some quarters as being directed against another 
nation as a whole, there is no doubt that to the extent it 
removes causes for complaint and dispute it actually strength- 
ens and enlarges cooperation and friendliness between nations. 

Prime Minister Diefenbaker phrased the government's atti- 
tude on this point in a few succinct words at Dartmouth Col- 
lege in New Hampshire about two years ago when he said: 


“My purpose is to have causes of disagreement removed, 
which unsolved may diminish the spirit of understanding 
which is characteristic of our relationship. We in Canada 
and the United States are such close neighbours and have 
so much in common that it is hard to realize we are 
bound to have some differences. We are united in the 
great cause of freedom and democracy. In our military 
alliance there is the closest cooperation between us. In 
the fundamental things of life we have no differences. 
Our comradeship knows no closer alliance in the world. 
Let it not be said that we cannot achieve a similar spirit 
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of cooperation in economic affairs.” 

The development of such cooperation, however, does not 
require that either government sit idly by in the traditional 
attitude of the laisser faire economic theories of a century ago 
and allow events to develop merely as dictated by the private 
interests of the citizens of another country. The United States 
certainly has not done so and the Canadian Government has 
shown that it has not the intention of doing so either. 
Geography and a community of culture dictate that the two 
North American neighbours would develop an economic inter- 
dependence. The vital question to be resolved is whether it 
is a mutually beneficial economic partnership, or an example 
of domination and exploitation of the weaker by the stronger. 


A much clearer picture of our relations emerges when we 
examine the three principal areas of United States-Canadian 
affairs. First, there is the area of mutual inter-dependence, re- 
flected largely in continental defence and activities which are 
associated with it. Such matters are almost completely gov- 
ernment to government and our cooperation in these matters 
has set an example for all the world. Perhaps the most striking 
illustration is NORAD, the program for North American 
Air Defence which joins at the very highest level Canadian 
and American senior military officers and which combines 
warning systems and aircraft of the two countries into one 
vast and supremely effective network for our defence. 

Second are the areas of common cooperation for our joint 
benefit, again largely government to government, such as the 
St. Lawrence Seaway. While it was actually Canada’s willing- 
ness to undertake this project alone if necessary which ended a 
long period of United States temporizing and got construction 
started, the Seaway’s value to our continent was ealarged and 
enhanced in an atmosphere of mutual respect for one another's 
interests. 

More recently the Columbia River agreement has shown 
how effectively our two nations can work together for their 
mutual benefit. In view of some of the comments made 
during the past year or two about increasing tensions and 
worsening relations between Canada and the United States, 
I think it is particularly significant that we have achieved 
success with our Columbia River negotiations during the past 
three years, following a period of 13 years when, while progress 
was made in terms of engineering and other physical studies 
of this system, virtually no progress was made in resolving 
the international political problems in connection with its 
future development. Such a success emphasizes the great area 
of our good relations and understanding, and not our limited 
area of difficulty which has unduly coloured so much public 
thinking. 

Having dealt with the first two areas of our relationships, 
mutual inter-dependence and common cooperation for joint 
benefit, I turn now to the third area, the one which is 
currently most controversial and most difficult. It is one which 
is primarily economic and which embraces fields of business 
development and activity where the interests of our own 
national economic development, growth and progress are 
greatly influenced by United States activity, often to the detri- 
ment of Canadian interests. 

Here, while we must be realistic about our approach, there 
is no violence in the attitude of Canada, of Canadians, nor 
of the Canadian Government towards America, or American 
business interests in Canada. The extraordinary development 
of the Canadian economy and the resultant rapid progress 
and high prosperity that we all enjoy today, are admittedly in 
no small measure gains that can be attributed to the productive 
employment of American capital and American technology 
in Canada. But surely our American friends do not take 
offense if we in Canada exhibit some alarm that this well 
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intentioned fraternalism threatens to reduce Canada to a form 
of prosperous economic vassalage. Our American friends are 
loud exponents of the undeniable rights of political self-deter- 
mination for nations of the world. Surely they do not deny 
us in Canada the simple rights of economic self-determination. 


Canada’s present problem insofar as economic self-determi- 
nation is concerned was put succinctly in the restrained lan- 
guage of a Dominion Bureau of Statistics publication as fol- 
lows:—‘“No other nation so highly industrialized as Canada 
has such a large proportion of its industry controlled by non- 
resident companies.” Behind this statement lies the fact that, 
largely by United States interests, the whole of our manufactur- 
ing industry is at least 48 per cent foreign controlled and in 
many important types of manufacturing the foreign pre- 
dominance runs from 75 per cent to 100 per cent. Some 98 
per cent of our motor car industry, 88 per cent of our rubber 
industry, 68 per cent of our electrical apparatus industry and 
60 per cent of our chemical industry is either owned or con- 
trolled in the United States. In petroleum and natural gas the 
percentages for the industry as a whole were, in 1956, 65 per 
cent foreign owned and 80 per cent foreign controlled. In 
mining and smelting, 54 per cent foreign owned and 58 per 
cent foreign controlled. 

It is unfortunate that, while this record is public, it is still 
not well known or fully comprehended because it illustrates 
so clearly a balance in Canadian economic affairs which needs 
adjustment. And not an adjustment, I should say immediately, 
arrived at by reducing the total volume of capital investment 
or the growth of such investment but rather one which en- 
courages a larger measure of Canadian participation and control 
im various ways. 

For without this, we cannot expect our economy to produce 
the best possible long term results for Canadians. One result 
of the present situation has been that research has been slow to 
develop in Canada; research facilities have been provided else- 
where and the Canadian industry allowed to copy the results 
achieved by the parent company, sometimes after a time lag 
In such cases there is rarely genuine Canadian participation in 
the introduction of new ideas or the development of new 
products and projects. Important management decisions are for 
the greater part of our industry taken outside Canada by others, 
whether they be Americans or Europeans and taken for reasons 
which have little or nothing to do with the outlook or aspira- 
tions of Canadians or our desires for the growth of our own 
industrial structures. In most such companies, Canadians are 
not encouraged to have new ideas, cannot put their ideas to 
the test, and cannot assume responsibility for proving and carry- 
ing out their ideas. Above all, perhaps, foreign controlled com- 
panies in Canada generally tend to be less aggressive in their 
export policies for there are few companies which will en- 
courage subsidiaries or branches in another nation to compete 
strongly with the home office and home factory either on its 
own ground or in other countries to which it may be shipping. 


One of the facts which makes it particularly difficult for 
United States citizens and businessmen to appreciate the feel- 
ings of Canadians on these matters is the great similarity be- 
tween our two countries. We speak the same language, we 
share the same regard for the democratic way of life, the 
liberty of the individual, and the rule of law. Both our econo- 
mies are based upon private enterprise in the conviction that 
this is the most likely to combine dynamic growth with person- 
al freedom of choice. In international trade, both countries have 
worked together to bring about a multi-lateral and non-discrim- 
inatory system of trade and payments on the widest possible 
basis. Indeed, the American businessman arriving in a Canadian 
city is not only immediately at home; to all intents and pur- 
poses he sees no difference between Canada and the United 
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States and it is difficult for him to realize he is in a genuinely 
foreign country and not one which is merely an extension of the 
United States. 

On the other hand, in Europe, in Asia and in any other part 
of the world he encounters a language foreign to him, customs 
which are foreign to him and in many cases a system of govern- 
ment which differs substantially in many ways from his own. 

In most foreign countries the United States businessman 
realizes he is operating in a foreign climate and accepts with 
comparatively good grace those differences in attitude and 
regulations between his own operation in that land and the 
operation of businesses which are truly domestic. In Canada, 
on the other hand, there is undoubtedly a tendency to feel that 
this is merely an extension of his own domestic operations 
which should be carried on with the same rules, regulations and 
attitudes as he experiences in the United States itself. Require- 
ments which would be accepted without question in any other 
country than Canada by United States firms are vigorously 
questioned in our own by thesg same firms. 

It should be made clear, I think that today, as in the past, it 
is more difficult for United States companies to carry on 
business in almost every country of the world than in Canada 
and our requirements, our regulations and our tax policy are 
generally far less demanding on such operations than in other 
nations. In other words, it is not the realities which are ques- 
tioned; to a surprising extent—at least to Canadians—it is the 
very fact that we should wish to take any steps whatsoever to 
preserve our own national interest in our own national economy 
and to encourage Canadian participation in that economy as 
opposed to that by other countries and particularly the United 
States. 

Within this framework allow me to state briefly and simply 
the basic purpose of the present policy of the Canadian Govern- 
ment. We are seeking to advance, and to ensure, the continuing, 
rapid economic progress of our country in order to guarantee to 
all Canadians expanding well being and growing economic se- 
curity. 

To achieve these ends we need long term measures for 
tomorrow and the continuing future gradually and equitably to 
build up the scope of Canadian investment and control of our 
own economy and correct the unsatisfactory situation which 
exists today. 

In working toward this end we must remember that the day 
of laisser faire has passed. Our ends cannot be accomplished 
by simple faith in a blessed destiny and the smile of fortune. 
It is the responsibility of the Canadian Government to study 
these needs of the country, set objectives, and implement meas- 
ures to realize the desired ends. Positive measures to achieve 
certain effects are bound to mean some change in the estab- 
lished pattern and ways of economic life. Change, no matter 
how orderly, is always disturbing to some for it inevitably en- 
tails dislocations. At this moment, we feel it not unreasonable 
to ask our American friends some understanding of the prob- 
lems we face, some sympathy with our long term objectives and 
some patience with the measures we adopt and the mild in- 
convenience of the change that follows. 

Economic nationalism is certainly not the policy motive of 
the Canadian Government. I think that there is very little 
real danger that economic natiorialism will ever become a 
fetish to the peril of foreign capital and foreign enterprise in- 
vested in Canada. 

Canadianization is a different thing from nationalism. Na- 
tionalism is typified by antagonism to all forms of foreign in- 
tervention and participation in the national economy. It finds 
expression in aggressive discrimination, popularized by the 
slogan of expropriating the exploiter. Such is in no sense the 
policy of Canadianization. Our policy is simply to regain con- 
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trol of our own national economic destiny. We do not believe 
that this will be accomplished by “chasing the rascals out.” 
What we do intend is to encourage Canadian incorporation of 
American firms operating in Canada, to foster the progressive 
participation of Canadian capital and ownership in these en- 
terprises, and to stimulate the investment of Canadian capital in 
the future development and diversification of the national 
economy, instead of placing excessive reliance on Americans 
to do the job for us. The mild measures that have already been 
announced to initiate this policy of Canadianization are not 
discriminatory or inimical to American capital, nor will future 
measures be punitive. Canadians are neither so proud, nor so 
foolish, as to believe that our national interests would be well 
served by driving American capital out of the country. 

However, we do feel that the United States capital which is 
here, and that which is to come, could well consider measures 
of voluntary action that would give its operation in our country 
a more Canadian flavour. The means are almost as numerous as 
the companies concerned and certainly it is not my intention 
to set out in these remarks any set of standards or requirements 
which are all-encompassing or which, indeed, are any more than 
a few observations on the subject. 

However, I think it goes without saying that Canadians 
would like to be given the opportunity to participate in the 
ownership of companies operating in Canada. This could in- 
volve listing their stock in Canadian exchanges and making 
them into public companies or, if they must remain private 
companies, offering on some other basis the opportunity to 
Canadian investors to participate. 

And such participation can be truly satisfactory only if it is 
participation in the types of securities which exercise control 
over the company; it is very nice to be able to participate in 
the net results of the operations but this does not necessarily 
include any form of participation in the control and operation 
of the company and it is this control which, as Canadians, pri- 
marily interests us. 

Indeed, in the United States itself it was noticeable that dur- 
ing the period of its greatest economic growth and development 
while great amounts of capital came to it from other countries, 
these were largely in the form of loans and other investments 
which did not carry with them the control of the company; 
this remained in American hands through securities which 
were held by Americans themselves. 

Such a condition is eminently more satisfactory, from a 
Canadian point of view, than the reverse situation which allows 
the control of the company to remain in foreign hands and the 
investment capital to be supplied in whole or in part by 
Canadians. 

Another principle desired on the part of Canadians is that 
they should participate directly in the management of the com- 
pany both on the board of directors and in full-time senior 
positions within the company. In this respect I think the most 
satisfactory position at present is in the actual employment of 
Canadians by foreign-owned corporations; while there is still 
a rather notable tendency to find the top management and 
policy-making positions of American companies in Canada oc- 
cupied by American citizens, there are many such companies 
which can point to all, or almost all such positions being filled 
by Canadians and this is certainly a step in the right direction. 

On the other hand the inclusion of Canadians on the board 
of directors of such companies is not a particularly notable 
feature on the part of most of them and this is perhaps the most 
easily rectified of many questionable conditions if the spirit 
and the will to rectify it exists. 

Finally, in my brief catalogue comes the general attitude of 
such companies toward operations in Canada. Canadians would 
like to see, I think, more truly Canadian research and develop- 
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ment being done by companies in Canada rather than these 
companies depending on their parent organization for work in 
this field and merely being manufacturing branches. In a more 
general way this feeling applies to the entire operations of the 
company; they should be oriented to the Canadian point of 
view and Canadian interests and, when a conflict arises be- 
tween the interests of the over-all organization and the 
Canadian portion, the decision of the Canadian management 
should be that which is in the best interests of Canada as a 
whole and not that which is designed to protect the parent 
organization at our expense. 

Perhaps the most notable activity in this respect concerns 
exports; in many cases manufacturing operations which are 
located in Canada can compete effectively and successfully 
with their parent organization in selling on the markets of the 
world but they are encouraged to do so because it is more con- 
venient for the parent company to supply directly from United 
States production. Exports are vital to Canada and such com- 
panies could contribute substantially to improving our balance 
of payments position if they were allowed more freedom in 
this respect. 

We are merely acting in the same spirit of national self- 
interest as, for example, our American friends themselves in 
their search to revitalize their rate of economic growth and to 
restore stable equilibrium in their balance of payments. In their 
response to these problems over the past two years they have 
adopted several measures that we as Canadians find unpalatable, 
and in some cases injurious. I am not going to depart from my 
resolution to avoid recriminations by offering a damning cata- 
logue of United States sins of policy. It is merely to illustrate 
the point that no country can devise measures to deal with 
pressing national problems without injuring or offending good 
friends abroad that I will cite a few of the American measures 
that have been harmful to Canadian interests. As a competing 
exporter of wheat we can hardly welcome their agricultural 
surplus disposal program. As a leading exporter of non-ferrous 
metals their supplementary tariffs and quota restrictions have 
been harmful to us. As an exporter depending upon the United 
States to absorb 60 per cent of our exports the always, and 
recently increasingly restrictive administrative application of 
customs interpretation is irritating and costly to us. As an ally 
with a closely integrated defense system, based upon shared pro- 
duction and the exchange of equipment, their virtually pro- 
hibitive application of the Buy American laws affects us ad- 
versely. I could easily add to this list of apparent sins, as could 
all of you, but I promised you that I did not come here to 
damn Sam. My essential point is that the United States, like 
Canada, in trying to stimulate domestic industry and employ- 
ment and to rectify an imbalance in the balance of payments 
has called forth measures that seem necessary and proper to 
them but at times seem downright unfriendly to us, their na- 
tional neighbour. 

In Canada, to deal with similar problems, we have decided 
that certain recently announced measures are necessary for our 
national economic well-being: It is a little difficult for us to 
understand why such actions on our part are greeted across the 
border with cries of “discrimination” and “Canadian antag- 
onism to the friendly United States.” As I stated earlier, it is 
urgently necessary for us to regain control of our own economic 
life and future. Let me repeat that we do not deny that Canada 
has gained considerable economic impetus from the investment 
of American capital in our country, but only blind adulation 
could induce anyone to pretend that the influence of that 
foreign capital on Canada has been unadulterated benefit. 
American private capital has entered into Canada to seek pro- 
fit and advantage. Thus not unnaturally American enterprise in 
Canada has not acted altruistically, and business decisions have 
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not been based upon the dictates of Canada’s best long run in- 
terest. The Canadian market, the Canadian tariff structure and 
the Canadian tax system have always been exploited for the 
greatest possible profit to the United States principles with in- 
vestment or branch plants in our country. 

But while government action can encourage change in some 
of these matters, it is well for us as Canadians to realize also 
that we have a definite responsibility for individual and person- 
al action if we are to enjoy an increasing measure of control of 
our economy and participation in the profits of business opera- 
tions carried on in Canada. By this I mean that Canadians must 
be prepared to invest in undertakings which are being carried 
on in Canada and must be prepared to accept the risks which 
such investment involves if they are also going to enjoy the 
profits. 

No non-socialist government can accomplish this by itself. 
It can establish an economic climate in which such investment 
opportunities will be available to Canadians in increasing 
measure and this is largely what we are doing at the present 
time. However, once that climate is established it remains the 
responsibility of the individual Canadian to take advantage of 
it through normal business channels of the investment market. 
Until now, in my opinion, Canadians have not been forward 
enough in this respect in the case of the opportunities which 
have been offered to them, limited though they may have been. 

We have in our country tremendous reserves of capital for 
investment in whatever field private individuals choose and it 
is this capital which must take advantage of opportunities as 
they arise—opportunities which should now become available 
tO it in ever increasing measure. 

We need only examine our economic history of the past 
decade or two to realize that tremendous opportunities which 
will become available to Canadians as these investment oppor- 
tunities open up. There are risks involved, of course, but it 
seems to me that these risks are far less than many people 
imagine for we are speaking here of sound industrial and 
natural resource propositions and not the penny stock type of 
speculation which is so often indulged in and talked about and 
which has obscured for many people the more genuine op- 
portunities for investment in our country’s future. If we are to 
obtain an increasing measure of Canadian participation in 
economic affairs, Canadians will have to realize that there is a 
fruitful field for their investment activity which lies between 
the absolute security of savings bank deposits and government 
bonds and the relative insecurity of some of the most specula- 
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tive type of investments and take advantage of these oppor- 
tunities, 

Surely it is time we regained control of our own affairs. 
Canadianization will be inconvenient to our American friends 
who have a stake in Canada, but it is not being undertaken to 


penalize, expropriate or drive out American participation in ° 


Canada’s economic life. Canadianization is truly a mark of 
greater maturity in this nation of ours. As we approach the 
hundredth anniversary of our Federation, surely in our greater 
maturity it is time to begin to be a true partner of the United 
States, equal in independence and responsibility if not in power. 
A mature friendship of this type must be based upon tolerance, 
understanding and trust of each other. It is our earnest hope 
that our American friends will cease to regard every measure 
we adopt to make it possible to assume national responsibility 
for our economy as inimical. We intend to take over the key 
to our house, but not to lock out our friends. The strong, in- 
dependent, and self-reliant Canada that we aim to build will in 
the end be a more rewarding haven for American investment 
and a better partner for the United States in the complex 
theatre of the world economy than the economic colony that 
some Americans would like to preserve. 

No better expression of our common interest can be found 
than the words of a simple Canadian spoken more than fifty 
years ago at the Canadian Club in Boston when he said:— 


“We are the common heirs of British traditions and the 
common repository of the splendid achievements of the 
race, and whatever the flag that flies over our heads, or 
whatever the formal government to which we subscribe, 
we are common workers for the social betterment and the 
moral progress of mankind. 

“Is there any reason why we should not neighbour . . . 
in the blessing of an enduring peace . . . for the high and 
magnificent ends of a common civilization? 

“We desire only that sympathy shall beget sympathy, 
that confidence shall inspire confidence, and that through 
the changes and shocks of time we shall stand together 
... The American people sowed this half of the continent 
with graves rather than have their flag dishonoured or 
their country dismembered. We are of the same brood, as 
proud of our free institutions and as jealous for the in- 
dependence and integrity of our young Commonwealth. 
So let us go on together in peace and in neighbourly in- 
tercourse and in hearty cooperation.” 
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CAN ASSURE YOU ict is a pleasure to be with you this 
evening. When I began my career as a marine officer, one 
of my first assignments was that of intelligence officer. As 

I look back upon the years—more than I care to itemize—that 
have passed since then, and when I recall the varied duties I 
have had in that time, I realize that the early training and ex- 
perience as an intelligence officer was of great value in these 
many assignments. 

Intelligence is so fundamental to military planning that its 
value should be axiomatic throughout the military profession. 
And yet, as everyone who has labored in the lonesome vineyard 


of intelligence so well knows, the major task often is assuring 
that the intelligence which is produced so laboriously is recog- 
nized, accepted, and utilized. 

Only those who deal in the task of producing intelligence can 
really appreciate the soul-searing sense of frustration which an 
earlier staff officer, Scharnhorst, uttered on the eve of the Prus- 
sian disaster at the hands of Napoleon at Jena, “What ought to 
be done, I know only too well, what is going to be done only 
the gods know.” 

I think if the intelligence officer learns anything from his 
career, it is this: Military planning must be objective, and it 
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must be realistic. If such is not the case, the gods of war reap 
their dividends in confusion, indecision, misdirected thinking, 
and ultimate disaster. 

A system that assures full objectivity and realism is essential 
in the strategic planning process at the seat of government 
where the fateful decisions are made as to conduct of war in 
its broadest sense. If such a system does not exist within a 
government's defense organization, then all the power, all the 
spiritual strength of the nation and its people are in dire danger 
of being misdirected, wasted, and lost. 

On this 19th anniversary of Pearl Harbor, it is an appro- 
priate time to reassess the elements of our Nation's strength on 
which we must depend for ultimate victory over the ceaseless 
aggressions of world communism. 

For the remainder of my time with you this evening, I would 
like to discuss an element of our Nation’s strength which is an 
essential to our security. I refer to our system of military 
direction at the seat of government—our Joint Chiefs of Staff. 
The JCS, as you know, is the central feature of our strategic 
planning for defense. 

At this point I would like to add that my views this evening 
reflect the longstanding position of the organization with which 
I am associated, the Veterans of Foreign Wars. The VFW 
vigorously supports the JCS concept and opposes any move 
toward a single chief of staff. 

Basically there are two systems for strategic planning—that 
generally referred to as the single chief of staff—supreme gen- 
eral staff—type, and second, the Joint Chiefs of Staff concept. 

The first finds its most identifiable genesis in the command 
system of Frederick the Great. It was under Frederick that the 
one-man control system of military planning reached probably 
its highest point of perfection. 

This was the era of essentially simple and relatively small- 
scale war of short duration. From that time on the increasing 
scope and ‘technological complexities of warfare made this 
system obsolete. 

The command system of Frederick the Great in the age of 
muzzle loading weapons, when the commander astride a horse 
on a small rise in the battlefield could view with a sweep of his 
eye his forces and those of the enemy, eventually could not cope 
with the increasingly complicated problems of war. 

This single chief of staff—supreme high command concept 
—justifiably referred to as the Prussian system—failed because 
war and science outgrew it. It failed also because it was based 
upon one-man dominance and no one man alone, as James 
Forrestal, and more lately General Lemnitzer so aptly stated, is 
capable of solving the problems of modern global war. 

The Joint Chiefs of Staff system, in contrast, provides for the 
corporate minds of the respective chiefs of the four military 
services to provide the planning and advice to responsible 
civilian leadership. The nature of the Joint Chiefs of Staff pre- 
cludes one-man domination. It facilitates consideration of dif- 
fering and alternative strategic views, which must be fully con- 
sidered if our Nation’s strategy is to be correct. Top level na- 
tional strategic planning is no place for arbitrary one-man 
decisions. 

In a monolithic structure such as the single chief of staff 
system, however, one philosophy and one philosophy alone, will 
prevail. This is the key to quick decisions—and quick disasters. 

It must never be forgotten that the United States is an island 
nation and hence dependent upon seapower; it occupies most of 
the great North American land mass and thus it is also a land 
power of the first magnitude; and in this modern age of ad- 
vance technology we are also as a nation dependent for survival 
on supremacy in the air. Consequently, it is not a question of 
whether the land, sea, or air view should prevail. Rather it is 
utterly necessary that each of the fundamental philosophies of 
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strategic thought must have a full participating role in the 
formulation of our Nation’s strategy. This the Joint Chiefs 
of Staff system assures. This the safety of our Nation requires. 

With such a sound system one would think we would be 
thankful—but rather, if one is to believe news reports—even 
today the JCS is under fire and is in jeopardy. 

The very asset which makes for the strength of the JCS, 
the unity of planning and execution in the JCS membership is 
the target of much of the criticism leveled at the JCS system. 
It is referred to disparagingly as the “two-hat system.” So, it is 
contended that those who have been charged with the respon- 
sibility for command on the Army, Navy, Air Force, and 
Marine Corps are not to be entrusted with making the plans 
for the unified employment of those forces. When those who 
criticize the JCS say that these individuals do not have the 
objectivity to place the Nation’s survival above narrow service 
interest, I say to you this evening that such a slur is unjustified 
and should be resented by every thoughtful citizen of our 
Nation. 

One of the great virtues of the JCS is that it assures full con- 
sideration of alternative strategic courses. The final blending of 
strategic thought is arrived at only after full evaluation within 
the JCS. The critics of the JCS are loud in their condemnation 
of this deliberative process. It is a strange thing that such a 
process in the Congress is called debate; in the Supreme Court 
it is deliberation; but in the JCS it is bickering. 

There is another aspect of this problem of military planning 
at the seat of government that places great emphasis on the 
danger of a single chief of staff and the advantages of the Joint 
Chiefs of Staff. The history of the single chief of staff system 
has been one of increasing power within every government in 
which it has existed. The very nature of centralized military 
power is such that the system extends its domination until, as 
history so clearly demonstrates, it becomes the dominant—al- 
though often indirect—power in the political system in which 
it exists. It is for good reason that historians refer to the great 
German general staff as having been “an empire within an em- 

ire. 

On the other hand, the JCS does not involve one-man or one- 
group domination. Because the members of the Joint Chiefs of 
Staff have a dual capacity, both as top strategic planners and ad- 
visers and as the chiefs of their services, their roots are widely 
diversified, and being chiefs of their military services they have 
a dual responsibility to the executive and the legislative 
branches of Government. These are barriers against the in- 
grown, detached, and politically immune single chief system 
that has come down from Prussian days. 

The Joint Chiefs of Staff system achieves a hitherto unat- 
tained goal in the institutional history of government; it is 
militarily effective and it is compatible with our form of 
government. 

It can truly be said that through the Joint Chiefs of Staff sys- 
tem our Nation has solved the historic dilemma of democracies 
—how to be militarily strong without being militaristic. 

Those who criticize the JCS system are generous in their 
accusations that it cannot meet the requirements of what is 
referred to as the missile and space age. The refutation of this 
criticism is the record. The spectacular scientific breakthroughs 
that led to Polaris and the imaginative strategic thinking that 
combined the nuclear-powered submarine with Polaris into a 
virtually invulnerable missile weapons system have been made 
possible under the JCS—because no single strategic line of 
thought dominates. The Minuteman, Pershing, and Sidewinder 
are scientific advances of major significance. Our methodical 
probing and utilization of space for peaceful, scientific, as well 
as military purposes has been spectacular and reassuring. In the 
field of amphibious warfare, the development of the helicopter 
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assault from aircraft carrier-type troop transports marks one of 
the most revolutionary advances of warmaking methods in 
modern times. These are but a few examples that attest to the 
flexibility and appropriateness of the JCS system to modern 
warfare, and to its ceaseless technical advances. 

In citing the record it must not be forgotten that the JCS 
system has displayed unprecedented vigor and foresight in the 
perilous years which have characterized United States-Com- 
munist relationships in the years since World War II. The JCS 
proved to be a superlative system in World War II. 

It has been responsive to the swift-changing requirements of 
the so-called cold war, as attested to by U. S. success in thwart- 
ing the Communist threat in Greece; the Berlin blockade; the 
Korean conflict; in the Formosa Straits; in Lebanon (which 
thus kept the peace in the Middle East); and, more lately, in the 
Caribbean to protect Latin America. These are but a few of the 
salient examples of how America’s national security—and in 
a sense the security of the free world—has benefited from the 
existence of our JCS system. 

It would appear from press reports, that those who advocate 
junking the JCS do so under the guise—and I assume honest 
personal conviction—that the JCS is old-fashioned and out- 
moded, and that to supplant it with a principal military adviser 
and some form of a military council would be progress in the 
missile and space age. 

But the paradox of this whole thesis is that progress is being 
confused with retrogression, and the labels are being switched 
as to what is out-moded and what is new. Just what is new 
about a principal military adviser and a top military council? 
About the only thing new is its attempted resurrection from 
the graveyard of obsolete military methods. Take the semantic 
wrappings off the package and what do we have? Simply the 
discredited supreme chief of staff and a supreme high com- 
mand. You can calJ che top military man a principal adviser, an 
intermediary, a manager, or a messenger boy, but in real prac- 
tice, he will emerge in the classic role of a single chief of staff. 

What are the dangers of separating the members of the top 
planning group from their service responsibility? They are 
many. They are demonstrative, persuasive arguments against 
its adoption. Such a detached group—regardless of what it is 
called—would be made up, we are told, of senior officers from 
each of the military services, but they would be separated from 
their services. Thus, it is said, they would have none of the so- 
called self-interest and narrow thinking which purportedly at- 
taches itself to those who today are the chiefs of their services 
and also members of the JCS. The advocates of this change are 
certainly right in one respect: They would be detached from 
their services, but they would also be detached from reality. 
They could go ahead and plan in the happy atmosphere of 
wishful thinking, and the brilliance of their thoughts would 
never have to be dulled by the unhappy facts of life. If the 
history of military planning teaches one thing, it is that military 
planning in a supreme command separated from service re- 
sponsibility leads to fatal theorizing, immature strategic ven- 
tures, and ultimate disaster. 

This plan advocated by those who would junk the JCS sys- 
tem is not just a plan for an organization. It is a plan for an 
ivory tower, and no nation that wishes to survive in a troubled 
world car dwell in an ivory tower. As history demonstrates, 
ivory towers never have clear windows. 

As those who have watched the developments of the national 
defense organization controversy over the years will recognize, 
the march toward a supreme staff may be made in short steps. 
One of these steps would be the separation of the JCS from 
their positions as the uniformed chiefs of their respective serv- 
ices. Those who advocate this device say that this would 
strengthen the JCS. Once again, we find ourselves in a semantic 
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jungle in which fact is confused with fiction, and weakness 
with strength. 

Let's analyze it a moment. The term “JCS” is a highly ac- 
curate and definitive term. It means that the Chiefs of Staff are 
brought together jointly. Thus, you can’t separate JCS members 
from their service authority and still have a JCS. 

This illustrates the central feature of the JCS system; the 
bringing together of the chiefs of the military services jointly as 
a corporate body to perform its role as the Nation's highest 
military planning and advisory agency. These uniformed service 
chiefs represent the combination of authority and responsibility 
—the heart of the JCS system. 

To the contrary, the proponents of isolating the joint chiefs 
from their respective services would, knowingly or unknowing- 
ly, destroy this tremendous asset of our strength which we can- 
not afford to lose—the authority to plan our defenses unified 
with the responsibility to carry into effect such plans. 

Churchill summed it up with characteristic brevity—-which 
I am sure at this point of the evening you will appreciate all 
the more—when he said: “Any clever person can make plans 
for winning a war if he doesn’t have to carry them out.” 

It was precisely because of the incapability of the highly 
centralized and personalized Prussian-type system to dea! with 
the complexities of the war that the JCS was brought into 
being. Thus it is the JCS that is the product of modern warfare. 

In terms of military history and the development of govern- 
mental institutions, the JCS is very young. As you will recall, it 
was created by executive order in World War II. It proved it- 
self in this greatest war in the history of the world, and was 
therefore enacted into the basic defense laws of our Nation. 

And parenthetically, I would like to note here what appears 
to me to be one of the great ironies of our time. The JCS sys- 
tem was created in this country by Franklin D. Roosevelt. And 
now, some who are considered to be in the tradition of Franklin 
Roosevelt are advocating scuttling the JCS. I find it hard to 
believe that those who subscribe to the philosophies of Frank- 
lin Roosevelt would knowingly pick up the crowbar to wreck 
what many consider to be his greatest contribution to the in- 
stitutions of our Government. 

Another strength that must not be overlooked is the fact that 
there is nothing static about the JCS system. While it has re- 
tained its essential characteristics—which, I might add have 
been jealously guarded by Congress since the system was 
brought into being—there have been repeated refinements 
made in the system. Since its creation in World War II there 
have been major adjustments in the system in 1947, 1949, 
1953, 1958, and by the present Secretary of Defense in 1960. 
It is such a record of improvement through evolution that is 
the hallmark of constructive progress in governmental institu- 
tions. Constructive progress is not achieved by revolutionary 
retrogression to the methods of the past. 

It seems also that we are witnessing another paradox in the 
timing of this present effort to destroy the JCS system—the 
criticism is more vocal at the very time when the JCS system 
has achieved an unprecedented peak of operative and organiza- 
tional efficiency. While the JCS concept was essentially sound, 
it is correct to recognize that it did not function with perfection 
on occasion. And yet, within just the last year, this JCS sys- 
tem has functioned smoothly, swiftly and with unquestioned 
efficiency. This mew and spectacular performance stemmed 
from one directive. 

On the 29th of December of 1959, shortly after taking over 
his duties as Secretary of Defense, Thomas S. Gates, Jr., issued 
a directive stating that henceforth he, as Secretary of Defense, 
would personally sit with the Joint Chiefs of Staff during con- 
sideration of matters in disagreement. Probably there has never 
been a single action ever taken by a Secretary of Defense that 
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met with such widespread acclaim from the public, from the 
press, and from Congress, as did this 1959 JCS memorandum 
by Secretary Gates. The reason for this acclaim is understand- 
able. Here was a Secretary of Defense who recognized his 
decisionmaking responsibility, accepted that responsibility, and 
discharged that responsibility. Within a short time, it became 
evident that meeting with the JCS in matters of disagreement 
was so worthwhile that Secretary Gates expanded the procedure 
by meeting with the JCS regularly once a week, and more often 
if the JCS members requested him to do so. 

By this single act of responsible leadership, Secretary Gates 
strengthened our system of military planning at the seat of 
government, and reaffirmed the constitutional principle of 
civilian control of the military. 

Now this matter of civilian control of the military is a simple 
theory, but it has proven complex in application. 

The problem resolves itself, I believe, to this: If civilian 
direction of the military is brought to bear at too early a stage 
in military planning, it becomes meddlesome and harmful. If 
the civilian authority is brought into play too late, it remains 
remote and ineffective. What Mr. Gates has done is to bring the 
civilian authority to bear at precisely the correct point. That 
point is in the JCS where technical military plans begin to 
emerge as national military policy. Because these are matters of 
national policy, they fall within the competence and the re- 
sponsibility of the Secretary of Defense. 

The efficacy of the Gates JCS policy was soon evident. By 
August, only a few months after initiation of the procedure of 
sitting with the JCS, it was found that the JCS had disposed of 
all back business. The docket was clear. The work was current. 
This, it would seem, is an irrefutable rebuttal to the critics of 
the JCS system. 

There is something else which I think is very important with 
respect to Secretary Gates’ JCS policy. By sitting with the JCS, 
he has established and institutionalized a procedure by which 
succeeding Secretaries of Defenses would be immediately 
brought into intimate contact with the major defense issues. 
This procedure insures against a future Secretary of Defense 
being kept remote and disassociated from the vital problems of 
the JCS. Thus, by bringing future Secretaries into contact with 
strategic planning problems, he has provided the method by 
which future Secretaries will be more knowledgeable and 
hence more effective. 

This, then, is the legacy which Secretary Gates leaves to his 
successors. But like all great heritages, it in rurn imposes obliga- 
tions. If a future Secretary of Defense does not measure up to 
the responsibilities of his office has developed and institutional- 
ized by Secretary Gates, and if he does not sit with the JCS, 
he will in turn, be defaulting on civilian leadership. 

The results of such a default would be immediate and in- 
escapable. If the civilian authority does not fulfill that decision- 
making role which is his by law, and which Secretary Gates 
has so ably fulfilled, then power will gravitate away from the 
civilian and in the other direction toward the military. 

Were this to happen, the power so accumulated would be 
felt through the emergence of a de facto single Chief of Staff. 

Thus we can see that not the least of the contributions of 
Secretary Gates has been the institutionalizing of procedures by 
which the power of decision directly or indirectly is exercised 
by the person who under our form of government is supposed 
to exercise that power, the civilian Secretary of Defense. 

There are many examples of the tributes voiced by leading 
Members of Congress, both Democratic and Republican, with 
respect to this historic contribution by Secretary Gates. 

Some very thoughtful complimentary statements were made 
in Congress by the leadership of the Republican Party. But in a 
session of Congress characterized by a highly charged political 


atmosphere, I believe it is doubly significant that the tributes to 
Secretary Gates and his JCS policy emanated from able men 
among the Democratic leadership. Senator Mike Mansfield, of 
Montana, who, according to Washington observers is slated to 
be the Democratic Majority Leader in the Senate, said: 


“Secretary Gates’ policy of personally meeting with JCS 
and quickly resolving matters in disagreement has revital- 
ized the constitutional principle of civilian control, and re- 
affirmed the ageless adage that organizational and pro- 
cedural problems in Government—in this case in the 
Pentagon—are readily resolved by officials such as Secre- 
tary Gates, who know their responsibilities, willingly 
assume them, and make the decision it is their duty to 
make.” 


Perhaps the most treasured tribute of them all came from 
the man who has guided national security policy for almost half 
a century, that great chairman of the House Armed Services 
Committee, Carl Vinson of Georgia. Addressing himself to 
Secretary Gates, Chairman Vinson publicly stated: 


“I especially wish to commend you for your recent di- 
rective with regard to your participation in the: delibera- 
tions of the JCS. 

“With this one directive, you have left an impressive 
mark on defense organization; you have strengthened our 
great Joint Chiefs of Staff system, and at the same time, 
have delivered a shattering blow to the advocates of a 
single Chief of Staff system. And—you have vitalized and 
reaffirmed the constitutional principle of civilian control.” 


Yet, in spite of these salient commendations of the wisdom 
and effectiveness of the Gates JCS policy, and in spite of the 
strength and soundness of the JCS system, the JCS system is 
even now under attack. 

We have today an efficient, smoothly functioning system for 
strategic planning at the seat of the government. This is a 
most fortuitous national asset in these perilous times. It is 
incredible—and yet it is true—that serious proposals are being 
made to junk or overhaul the JCS beyond recognition. Even 
under the most tranquil international circumstances such 
change would be highly disruptive. Under the conditions our 
Nation faces in the world today, such unnecessary change in the 
national strategic planning organization would be extremely 
dangerous. Our Nation simply cannot afford to set the stage 
for a decision gap in our strategic planning. 

The JCS is the product of many things—of the intuitive 
understanding of Winston Churchill and Franklin D. Roosevelt 
as to what is required for national strategic planning in a 
democracy; of the reality and reasonableness of James Forrestal, 
the first Secretary of Defense; the vigorous and knowledgeable 
protection of the JCS system by Congress as voiced by such 
leaders as Chairman Vinson, Senator Russell, Representatives 
Arends and Kilday, Senators Bridges, Dirksen, Mansfield, Hum- 
phrey and Douglas; the perceptive analysis and reaffirmation of 
the JCS concept by the distinguished Chairman of the Hoover 
Comunission task force on national security, and the Western 
World’s most able student of defense organization, Ferdinand 
Eberstadt; the efforts of business leaders and public spirited 
citizens such as Gen. Robert W. Johnson; the wise guidance of 
the greatest American soldier-statesman of our era, Dwight D. 
Eisenhower; and intelligent leadership of the truly great Secre- 
tary of Defense, Thomas S. Gates, Jr. 

If the plans of those who seek progress by turning to the 
single Chief of Staff system of our defeated enemies are 
adopted, we will pay the unnecessary price for learning again 
the inherent truth in the words of one who said: “Those who 
refuse to learn from the mistakes of others are doomed to 
repeat them.” 
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And if Secretary Gates’ legacy of strong civilian control 
through an efficient JCS system is discarded for a system 
founded upon the failures of yesterday, then truly, we will, like 
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Esau, have traded our heritage for a mess of pottage, and then 
figuratively and militarily, our Nation’s future will certainly be 
in the stew. 


The Step Beyond The Next Step 


INDUSTRY MUST MOVE FORWARD FASTER 
By MARTIN J. CASERIO, General Manager, Delco Radio Division, General Motors Corporation, Kokomo, Indiana 


Delivered to the Evansville Chapter, American Institute of Industrial Engrs., Evansville, Indiana, January 12, 1961 


HANK YOU, Mr. Shane. Members of the American In- 

stitute of Industrial Engineers, and members of top man- 

agement: It is a privilege for me to have the opportunity 
co talk this evening before two such distinguished groups on 
the subject, “The Step Beyond the Next Step.” 

Originally I entitled this talk, “Welcome to Discontent.” But 
then I became discontent with that. Maybe what I really should 
title it is, “Let's Improve the Fire Department.” 

Actually, I am going to talk about all of those things. Let us 
start with “The Step Beyond the Next Step.” Now, literally, I 
realize it is not possible to take a future step before you take 
the step which lies before it. Actually, however, it can be done 
and, in the cases I will present to you tonight, it must be done. 
You will see a little later what I mean by “The Step Beyond the 
Next Step.” 

In talking with you this evening, I want to say I believe you 
face some of the most urgent and vital tasks which have ever 
confronted American industry. 

The challenging task of the industrial engineer today is to do 
his utmost to recommend improvements, refinements and 
changes in manufacturing so that it moves forward faster. 

Then it becomes the responsibility of top management not 
only to accept the best recommendations offered them by in- 
dustrial engineers, but also to make sure they encourage the 
utmost in contributions from them. 

First, let me ring some fire alarms. There are numerous small 
fires in many areas in industry today. Some we see. Some we 
don’t see. Some we ignore, hoping they will go out by them- 
selves. Some we just try to contain. 

Who lights these fires? Where are they located? 

[ regret to say that management itself at times lights some of 
them. Sometimes they are consciously lit; at other times they 
don't know the fire has started. 

These fires are in high costs. They are in old methods. They 
are in old conceptions. They are in old ideas. They are in old 
machinery. They are in too much scrap. They are in stubborn 
human nature. They are in our own contentment. They are in 
unrealistic and impractical demands of labor leaders. 

Gentlemen, there are little fires throughout almost all in- 
dustry. Some we know are burning and all we can do is try to 
contain them so that they don’t get out of hand. Some we must 
extinguish before they burn us out. But we must know where 
they are—and what we can do about them. 

Tonight I would like to point out just where some of those 
fires are burning and suggest some possibilities for controlling 
them. If we don’t put them out, or control them, they're not 
going to extinguish themselves. They are going to grow from 
small brush fires into infernos which may burn up the whole 
free enterprise system in this country—and if the free enter- 
prise system goes, our country as we know it will go too. 

One of the dangers arises from faster and better product 
improvements being made by foreign competition than we are 
making in this country. 

A few quick examples will show what I mean. Look at the 
flood of quality merchandise—transistor radios, general elec- 


tronic products, and cameras—which are coming from Japan. 
Look at the huge shipments of steel coming into this country 
from West Germany. Look at the increasing rate of productiv- 
ity in Russia over this country. Russia’s annual productivity 
increase is reliably reported at six and one-half percent. Ours is 
only in the area of three and one-half percent. Theirs is almost 
double ours now—and they are aiming at a bigger increase than 
they have had. 

Invariably when imports are mentioned, a large number of 
people throw up their hands and say, “Well, what can you 
except when their labor rates are so much lower than ours?” 

This is usually true. In the case of some products such as 
transistors, however, an investigation revealed their labor costs 
were only a small fraction of the cost of each transistor. They, 
too, are mechanizing. And in this case we cannot attribute the 
imports of Japanese transistors only to lower labor costs in that 
country. Therefore, this fire burns brighter because of their ad- 
vancing manufacturing technology. 

Our immediate concern must be to be competitive with other 
countries. The long range concern is that we must not fall so far 
behind any country that it will be able to dominate this country. 

Altogether too often when I go through my mail I find an 
increasing number of notices of price increases for the same 
goods or services. They haven’t improved either one—they 
have just raised the price for the same old thing. Now this is 
something which can cause what I call “creeping paralysis.” This 
is a growing fire which must be either extinguished, or, at 
least, controlled. 

Now, let’s take a look at some of the causes and see if we 
can point to some of the answers. 

One of our chief difficulties I think is the unbelievable com- 
placency of many of the American people. While they may not 
be happy with things as they are, they are at least complacent 
about them. 

How many people do you know who are at all concerned 
about the vital urgency of increasing productivity? How many 
are worried about our race in space with the Russians? Our 
whole future may depend on winning this race. How many do 
you know who are concerned with trying to lower prices and 
improve quality? How many are concerned with accomplishing 
more work with less effort? 

I'll wager for every one of those you may know that you 
know hundreds who shrug it off—persons who are interested 
in more money for less work. 

The final goal of industry must be to make a profit. It can 
offer profitable employment to thousands of persons, it can 
offer pleasant places in which to work, it can make the physical 
load on its employes less demanding by the substitution of 
horsepower for human power, it can contribute thousands of 
dollars to civic and charitable organizations, it can furnish 
manpower for civic leadership—but if it does not make a profit, 
it carmot stay in business and sooner or later, it must go out 
of business with resulting unemployment and the loss of all the 
other things. 

Therefore, the ultimate obligation must of necessity be- 
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come the first obligation. We must make everyone realize that 
we must make a profic—or there will not be high wages, and all 
the other benefits. Unless we do make a profit, there just won't 
be those jobs. 

Earlier I talked about fires starting in industry. Let me show 
you how you can even forecast where some fires are going to 
start. I read just a short time ago about the demands some labor 
leaders have said they would make next year. Among these 
demands is a shorter work week for the same pay, a paid lunch 
period, a four week vacation with pay, double time in place of 
time-and-a-half and triple time in place of double time, and for 
all health and welfare programs to be paid for by the company. 

Here you can see where more fires may start. And there isn’t 
much in there that would help us put out any existing fires. 
There isn’t much ¢here that would help us lower costs, improve 
quality, develop new products, or help solve any of the prob- 
Jems throttling industry today. 

They want more leisure and less work. If this program is 
forced upon industry, they may find that they have a lot more 
leisure than they want. 

You know, one of the things which made this country great 
was what I call “constructive discontent.” By that I mean a dis- 
content with things as they are and constructive action to im- 
prove them. 

I realize this is a hard attitude for some of us to achieve, 
especially when, after we may have worked for years, we be- 
come satisfied with our products and our business. 

It is very easy to develop that attitude—and it is very wrong. 

Back in 1912, i think it was, one of the leading manufac- 
turers of automobiles looked at his brand new model for that 
year and said, in effect, “a better automobile will never be 
built.” 

Well, if that man had been right, gentlemen, this evening 
you would have driven here in a huge, open touring car. 

We look back at those early model automobiles and see the 
tremendous progress that has been made. Yet from year to year 
future progress is screened from us. Many are content with 
what they have. 

Some decry the annual model change in automobiles. If we 
eliminated that, we would be eliminating progress. If we 
stopped that we would be reverting back to what that one 
automotive manufacturer said in 1912. This annual improve- 
ment in automobiles has given us in a Chevrolet today what 
was considered deluxe in even the most luxurious cars of some 
few years back. 

This attitude of complacency in products and processes is an 
attitude we must continually battle. 

We must never say that something—and everything, for that 
matter—cannot be improved. An attitude of constructive dis- 
content should be developed by all firms. As soon as we im- 
prove something, we attempt to improve it even more. This is 
where as soon as we improve a manufacturing process, we be- 
gin immediately to make it even better. We should never be 
content with things as they are. 

This is the challenge of change. This is where we must 
have a change for the best brought about by enlightened 
leadership which will carry these challenges down the organiza- 
tion to all the people. Many executives are not asking enough 
from their people. They are not giving them hard enough tasks. 
You would be continually surprised and happy to find how well 
the people perform difficult tasks. So let me encourage you to 
have faith in your people, give them hard tasks—and watch 
how many respond to the challenges. 

In these changing times, ideas are the life blood which will 
keep us moving forward. These ideas may come to us from un- 
expected places—and we must be open-minded enough to wel- 
come them. 

An idea is what started the whole business of industrial 
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engineering. Do you know the story, the history of industrial 
engineering? I have been told the first industrial engineer was 
a barber in England. 

Now a barber has a wonderful opportunity—to either think 
or talk. This one certainly must have been a thinker. He was 
Richard Arkwright who was born in England in 1732, the same 
year George Washington was born. 

While barbering, this man decided that output of the hand 
spinning wheel could be improved by combining many spin- 
ning wheels in one frame. After some 17 years of work, he de- 
veloped a practical spinning frame which spun 20 threads at 
one time. 

Then he was joined by John Kay, a watchmaker, and in 1768 
they opened a small mill in Nottingham which was powered by 
horses. A few years later, water power replaced horse’s power 
and the industrial revolution was stepped up even more. 

Now this lowly barber with an idea became Sir Richard Ark- 
wright—which may be the highest title ever conferred upon 
an industrial engineer. 

But let me tell you what I consider one of the most im- 
portant aspects of this revolutionary innovation. Writing about 
Sir Richard’s discovery in 1830—some 60 years after the first 
mill was opened—an unknown student of the industrial revolu- 
tion wrote, “The main difficulty did not lie so much in the in- 
vention of the proper self-acting mechanism . . . but in train- 
ing human beings to renounce their desultory habits of work 


Therein lie two more points I would like to make. The ut- 
most need for us, and all our employees is willingly to accept 
change, and second is to recognize how the lead time between 
changes is shortening. 

In the case of the spinning frame, it took almost half a 
century before this system was measurably perfected and then 
accepted by employes. 

Lead times are shortening in other areas. It required about 
112 years from basic discovery to commercial product in pho- 
tography, it required about 56 years work on the telephone, 35 
years on radio, six years on the atomic bomb—and five years 
on the transistor. 

Now I can talk with a bit of knowledge of transistor devel- 
opment and manufacture because we are head-over-heels in 
the field of solid state physics. And it is a fast moving business. 
Hardly a week passes that a weekly electronic publication in 
that field doesn’t announce new and startling developments 
on almost revolutionary products in this wonderful field of 
electronics. 

A story I heard the-other day fits in nicely to illustrate this 
fast moving product change. One of the sleek new pure jets 
had just taken off from O'Hare Field at Chicago for a non-stop 
flight to Los Angeles when the following announcement was 
made over the plane’s public address system. The announce- 
ment said, “Ladies and Gentlemen, welcome aboard Flight 380 
to Los Angeles. This is a historic flight, for you are pioneering 
a new automatic flight system. This recorded announcement is 
part of this totally automatic flight system. Your whole flight 
has been programmed for you from takeoff to landing and 
automatic flight equipment will guide you safely to a landing. 
There are no pilots nor other flight personnel aboard other 
than the hostesses to serve you. However, you need have no 
fears whatsoever, for this automatic electronic equipment has 
been tested thoroughly and will never fail... mever fail .. . 
never fail... never fail... never fail... 

In that story, the changes came TOO fast. In our field of 
electronics the changes are coming rapidly. These changes are 
not marked over a period of years, but often over a period of 
weeks or months. A company which does not stay out in front, 
or, at least run even with the field, is going downhill fast. 

We have been successful in maintaining the lead we have 
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had in some areas of this new field of solid state physics be- 
cause of several things. 

One, of course, is because of a concentrated research and 
development program. In this we have some of the top phy- 
sicists, scientists, and engineers hard at work. 

A second reason is because of the many good men we have 
working in the industrial engineering fields. We have excellent 
men working in process engineering, in methods engineering, 
in tool engineering. I would like to have even more good men 
in these areas—for these are areas in which you can spend 
money for good men who will more than repay the added costs 
involved. 

We get a great deal of help from our Suggestion Award 
program and our Management Improvement program. Here, 
too, our industrial engineers enter the picture, for it is up to 
them to help screen these suggestions, to see that not a single, 
workable suggestion goes unused. 

There is a gold mine in the Suggestion field, not for the com- 
pany alone, but also for the employes. Last year we paid out 
more than $100,000 in suggestion awards to our employes. Our 
industrial engineers are helping us use the brains of our em 
ployes for creative use in improving products and processes. 

I would like to urge both the industrial engineers and top 
management men here tonight to develop this field to the ut- 
most. You will find both your companies and your employes 
will benefit from it. And I'll bet you will be surprised at some 
of the outstanding suggestions you receive. Let me just give 
you one example. 

One of our hourly-rated women employes eng: zed in transis- 
tor production turned in a suggestion for changing the routing 
of our transistor production line. Now we have a number of 
highly qualified process engineers who laid out this line in the 
first place. I am certainly not critical of them that a worker 
on the line had an idea which would improve the process. No 
one can have all the perfect answers. 

Anyway, our process engineers took her idea, studied it, and 
recommended the change be made. They considered her sug- 
gestion so valuable they recommended she be given our maxi- 
mum Suggestion Award. 

Just a few weeks ago, I had the pleasure of presenting that 
award to her. She and her new baby came to my office and it 
gave us both a great pleasure when she accepted her $5,000 
award. 

Another under-developed area of ideas, I have found, is in 
our management personnel. We have no suggestion awards as 
such for members of the management team and many ideas 
and improvements suggested by them outside of their own 
areas were not advanced as rapidly as they should have been. 

For that reason, I had our methods department institute a 
management improvement program and urged all members of 
management to advance any ideas they had concerning any and 
all phases of our operations. The response was tremendous. We 
found our people loaded with ideas and a large number are put 
into effect each month. 

The days are lost and gone forever when a manager, or just a 
few management personnel, will be the key to success for a 
firm. The utmost help from all employes must be obtained. 
And to obtain that help, they must be aware of the problems, 
they must know what is going on in their business. 

I know of one firm which is in a highly competitive business. 
To dramatize the extent of their competition to their employes, 
they obtained samples of their competitors’ products and dis- 
played them in their cafeteria. Suddenly all of the employes were 
aware of their competition and aware, too, of the urgent need 
for cost controls and quality in their product. 

I write a monthly column for our plant newspaper which 
is mailed to the homes of all employes. I find that column is 
an extremely good way to let our employes know about our 
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problems of costs, competition, scrap, quality, or whatever is 
the most pressing current problem. 

With the much faster product improvement we have today, 
engineering changes in product and processes also are greatly 
accelerated. Unless engineers are aware of the actual costs 
of engineering changes and unless accurate costs are main- 
tained from day to day on products, the engineering changes 
may have so increased the costs that you wind up with a 
product that is actually costing you money. This is hardly the 
kind of surprise managers like at the end of a year. 

So that we may utilize our management employes to their 
ultimate capabilities, we made what we called a “manpower” 
audit of our supervision. 

This “manpower” audit was directed by an_ industrial 
psychologist with many years of experience in the field. He 
and his team gave our supervisors many hours of tests designed 
to reveal their strong points. After the experts had analyzed 
the tests, they went over them with each of the supervisors, 
then went over them with the supervisor's superior. 

We found a great deal of talent we didn’t know our super- 
visors had—and we found talents that some of the individual 
supervisors themselves did not know they had. 

We want to keep these men and utilize them in their 
special fields just as the circus manager who, in talking with 
his “human cannonball,” said, “But you can’t quit. You're just 
the right caliber.” 

Knowing the “caliber” of our people will result in our 
understanding them better and in utilizing their services to 
the best advantage. It will help them move along faster on 
their various roads to success. 

And so one of management's tasks is to look for and fully 
utilize the services of its people. 

In the metamorphosis taking place throughout industry 
today, a situation rather than a person is becoming the ruling 
factor. The true leader is one who responds quickly and cor- 
rectly to the situation. The situation should be handled effect- 
ively and, thus, authority should come from function and action 
rather than position. Essentially, the responsibility is FOR 
action instead of TO a position. 

These actions will not only help put out fires but in many 
cases will even prevent their starting. Thus, the farther down 
you can delegate responsible authority for action, the better 
“fire control” you're going to have. 

As you all probably realize, I have been talking about steps 
which will help industry to move forward, to improve, to 
advance as it must. 

Now let’s talk about “The Step Beyond the Next Step.” It 
is not going to be enough for industry to advance step by step. 
We must look forward to moving forward faster. We must, 
rather than taking one step forward, see if we can take two 
or more forward steps. These are the steps beyond the next 
step. 

In our Division, I have established a long range planning 
committee which is looking down the road as to what we 
might be manufacturing and selling 10 years from now. It 
also is studying methods, processes and machinery of the future. 
I am looking forward to this committee to provide us with 
those steps after the next step. 

In challenging this committee in its work, I have encouraged 
it to take a positive outlook in its work. 

And this is something I believe we should teach all of our 
men. We must encourage them to the positive outlook rather 
than the negative. We must encourage them to look for what 
can be done, rather than what cannot be done. 

Let me illustrate the difference in outlook in telling the 
story of the two shoe salesmen sent to Africa. The first cabled 
back, “I am returning immediately. No chance of sales here. 
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Everybody is barefoot.” The second salesman sent the following 
cable, ‘Tremendous sales ahead. 100 orders follow. Prospects 
unlimited. Nobody has shoes here.” 

I want to close on that optimistic note. I have emphasized 
many points here this evening, but only to bring them out in 
the open where we can see the problems confronting us. 

Often more than half the work in solving problems is to 
know what the problem is. I firmly believe if we look upon 
problems ‘not as problems but as opportunities, we are more 
than halfway toward solving them. Then, if we cannot only 
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take one step but the next step too, we really may be able to 
keep American industry out in front as a world leader. 

Gentlemen, never before has the need for changes and im- 
provements been more urgent. Never have the challenges 
been greater. Never, however, have there been more oppor- 
tunities. 

I have confidence you will rise to meet these challenges. I 
am sure you will take not only the next step, but the steps 
beyond that one. 

The best of luck to you in this vital and urgent task. 


The Under-developed World Today 


INDIA’S APPROACH TO THE PROBLEMS PRESENTED 
By AMBASSADOR B. K. NEHRU, Commissioner General for Economic Affairs, India 


Delivered to Commonwealth Club of California, San Francisco, California, January 13, 1961 


AM GREATLY HONOURED at being given this oppor- 
tunity to address the members of the Commonwealth Club 
of San Francisco. The problems of the under-developed 

world are already beginning to assume an importance in world 
affairs and are likely to over-shadow, in the long run, all the 
other international problems which occupy the centre of the 
stage today; they are also likely to continue with us for a very 
considerable time to come. It is, therefore, appropriate that I 
should take some of your time this afternoon to present to you 
some of my thoughts on what these problems are, why they 
are important to the rest of humanity, and what can be done 
to solve them, both by the people of the under-developed 
world themselves and by those more fortunately placed. 

If you look at a map of the earth’s surface, you will find 
that only a small portion of it has been economically developed. 
With the exception of Australasia and Japan, this developed 
part consists of a narrow Northern belt encompassing Western 
Europe and the continent of North America. The riches of the 
rest of this planet have been inadequately exploited. The result 
has been that the inhabitants of the developed parts of the world 
enjoy wealth and prosperity and standards of living which have 
never before been attained in human history, whereas most of 
the inhabitants of the rest of the world continue to live 
materially in almost the same state as their forefathers did a 
thousand years ago or more. The industrial revolution which, 
in the last couple of hundred years, transformed and trans- 
figured Western society has passed these countries by. The 
population of the developed parts of the world is about a 
thousand million; that of the under-developed parts about 
two thousand million. The contrast between these two sets 
of countries can perhaps best be exemplified by citing their 
figures of per capita income. The average per capita income 
of the richer parts of the world is $1200 per annum; the 
average in the under-developed world is $125 per annum. But 
averages, as always, conceal the true contrasts for, at one end 
of the scale, is the United States with a per capita income 
about to reach somewhere around $2700 and at the other end 
are countries, such as my own which has a per capita income 
of no more than $70 per annum. 

These inequalities of income are great but one of the prob- 
lems of the world is that instead of decreasing, they are increas- 
ing at a very rapid rate. The rich are getting richer and the poor, 
though they are not getting poorer in absolute terms, are cer- 
tainly getting poorer, relatively speaking. That this should be 
so is easily explicable in terms of economics for the growth of 
income is a function of the investment of capital. Rich so- 
cieties, by the very fact of their being rich, not only consume 
more but save more than the poorer societies. Consequently, 


the annual growth of a rich country, even though percentage- 
wise it may be small, is very much greater than that of a poor 
country. In the last ten years, by dint of great self-sacrifice, we 
in Indian have managed to invest in the Indian economy a 
sum of $22 billion. We have thereby raised the Indian per 
capita income at the rate of one dollar per year. A similar 
amount is invested in the economy of the United States prac- 
tically every three months; and as a consequence the United 
States increases its national income every three months by 
about as much as we have done in the last ten years. 

This international mal-distribution of wealth or the growing 
inequality of international incomes raises certain problems in 
international society today which are the exact counterparts 
of the problems which the nation-state in Western Europe had 
to face in the nineteenth century. This is not surprising in the 
least for we are today, whether we like it or not, an interna- 
tional society, communicating with each other much more free- 
ly and dependent on each other in much greater measure than 
national societies a hundred years ago. Differences in wealth 
and opportunity, the existence of privilege divorced from 
function, the absolute physical misery in which the vast ma- 
jority of the people of Western Europe lived in the era in 
which the industrial revolution was working in their midst, 
caused stresses and strains leading to riots and revolution and 
ultimately resulted in substantial changes in the structure of 
society in those countries before social and political stability 
was achieved. I would suggest to you that the stresses and 
strains apparent in the international world today, confused and 
compounded as they are by the existence of East-West dif- 
ferences, are nevertheless traceable basically to the same roots 
as the discontents of Western European society in the nine- 
teenth century. And if my analysis is correct, it follows that 
the remedies that were applied within those national societies 
in response to these discontents are the same as are applicable 
on the international scale today for the restoration of inter- 
national stability. 

The interest of the rest of humanity in the problems of the 
under-developed world is basically threefold. First, it appears 
morally wrong that, in an age in which human technology has 
developed to the point at which it can remove poverty from 
the whole surface of the globe, the use of that technology 
should be limited to small areas and for the benefit of a 
minority of the human race. When human beings did not have 
the wherewithal or the knowledge to produce material goods 
in adequate quantities, their consciences when faced with 
poverty and misery, could have been satisfied in the knowledge 
that when there was an overall insufficiency, some would un- 
doubtedly have to suffer. But in an age of overall abundance, 
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the human conscience cannot escape its responsibility by plead- 
ing the inevitability of poverty. If we have to make human 
life more bearable and to give to it the dignity that it deserves, 
it seems to me that it is incumbent upon us to use the pro- 
ductive powers of science and technology to achieve these 
ends. 

Secondly, the existence of vast areas of the world whose 
wealth is not exploited is of great harm to the developed world 
itself. International trade which has been a source of wealth 
from time immemorial consists of the exchange of goods. The 
under-developed world, though greatly in need of the goods 
produced in the developed societies, has an insufficiency of 
goods to exchange for the goods it needs. The consequence 
is that international trade does not grow, and therefore does 
not add to human wealth, to the extent it could if the pro- 
ductive capacity and consequently the purchasing power of 
people in the under-developed world were increased. To cite 
one example, the entire trade of the United States with South 
East Asia which contains more than 600 million people, 
amounts to exactly two per cent of the total trade of this 
country. If the purchasing power of the countries comprising 
this area could be even fractionally increased, they would 
present markets for American products vastly in excess of the 
market today. 

Thirdly, the existence and the increase of these vast dis- 
parities of income and, in particular, the absolutely low ma- 
terial level at which human life has to be lived over large 
areas of the earth's surface constitute a continuing and grow- 
ing threat to the political stability of the world. We have 
moved very far from the days of the first great war when it 
appeared that the world was in stable equilibrium with West- 
ern Europe dominating most parts of it and the United States 
content in its own isolation. The equilibrium the world had 
then was manifestly unjust; and like all unjust systems it had 
within it the seeds of its own destruction. The colonial system is 
now On its way out and a majority of the countries of Asia and 
Africa are now free to manage their own political affairs or 
will be so free in the near future. These countries vary greatly 
from each other in their histories and traditions, in their 
geography and their economy, in their social systems and 
their attitudes of mind. But all of them have three things in 
common. They are all determined to maintain their political 
independence; they are all very poor; and they are determined 
to get rid of this poverty. Having attained the first of their 
objectives, they are now faced with the task of so organising 
themselves as to be able to develop themselves in the shortest 
possible time. One of the major problems before them, even 
though they may not all clearly recognise this themselves, is the 
choice of the form of society that is best suited to achieve the 
categorical imperative of economic development which can no 
longer be denied. 

Turning again to the lessons of history, there is the striking 
fact that, apart from those vast empty spaces which are now the 
United States of America, Canada and Australasia, no country 
has had that kind of upsurge in economic growth which is re- 
quired in the under-developed societies except under a non- 
democratic institution. The United Kingdom at the time of the 
industrial revolution and for a long time thereafter was no 
democracy as we understand the :r-m today. Most of the states 
of Western Europe when they went through a similar trans- 
formation of their societies could hardly be described as 
democracies. Japan achieved its basic economic growth long 
before the democratic system took root in that country and the 
Soviet Union and China have deliberately chosen a totalitarian 
form of society. Once again, in economic terms this phenome- 
non is easily explicable. Capital is the difference between cur- 
rent production and current consumption. In poor societies, 
current production is so low that there is very little margin 
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betwéen consumption and production. This gap has to be in- 
creased as rapidly as possible if economic growth is to be 
achieved. The societies of Western Europe increased this 
surplus by not permitting the labourer to consume the fruits 
of his labour. The communist countries, though they have a 
different social system, have adopted the same techniques and 
do not permit the farmer or the working man to increase his 
consumption beyond the point necessary to enable him to go 
on producing. This process of increased production but re- 
strained consumption can and does lead to very rapid economic 
development. 

Is the European method of development open to the coun- 
tries which have recently regained their freedom? It is not pos- 
sible today, even in those societies which are under-developed 
in ways other than economic, to reproduce the conditions of 
unfettered capitalism which were characteristic of the nine- 
teenth century. In most societies, such as my own, which have 
undergone a political revolution before the industrial revolu- 
tion, the difficulties of recreating these conditions are absolute. 
The farmers who have the vote and the labourers who have 
trades unions are hardly likely to permit themselves to be ex- 
ploited for what appears to them to be the benefit of the in- 
dividual capitalist. If, in the national interest, exploitation there 
has to be, then it has to be communal and not individual ex- 
ploitation. 

Nor are the people of the under-developed world anxious 
to give up their hard-won individual freedoms if this can be 
possibly avoided. The desire for liberty, not only from foreign 
domination which we have already achieved, but the desire for 
individual liberty, for freedom of speech and freedom of re- 
ligion and freedom of association is as deeply rooted among 
the poor as among the rich. But the poor have another desire 
which grows in direct proportion to their poverty, namely the 
desire for bread. Historically as well as theoretically, there 
would seem to be a conflict, at least in the early stages of de- 
velopment, between the maintenance of individual liberty and 
the production of material goods. Are the under-developed 
countries, therefore, doomed to pass through a period of totali- 
tarianism if they wish to develop materially or can a way be 
found to reconcile bread with liberty? 

My answer is that it can: But only on condition that the out- 
side world helps the developing countries in a much more 
substantial, rational and planned way than it has hitherto done. 
And as an example, though I admit by no means a typical ex- 
ample, of the alternative that is open to the under-developed 
world, I should like to explain to you how we have approached 
the problem in India, with what success and with what hopes 
and to explain to you the difficulties with which we are 
beset. I have said that India is not a typical example, basically 
because it is not under-developed in any but an economic 
sense. In other words, it possesses all the requisites of economic 
growth except one, namely capital. It has a stable government, 
an administrative apparatus second to none in the world, man- 
agerial and technical ability to no mean order and sophistica- 
tion in financial and economic affairs which enables it to make 
the best use of such resources as it may have or is able to get. 
I make no apology for choosing India as an illustration not only 
because I come from that country but because India is by itself 
one-third of the non-communist under-developed world. It is 
also important because the Indian example, partly because of 
its size, partly because of the fact that it was the first country 
to break the bonds of colonial domination, partly because it 
has chosen the path of free and unadulterated democracy, tends 
to be followed by a large number of under-developed countries 
who have the same ends in view but who are groping to find 
the best means to achieve them. 

India regained her independence in 1947 and chose for her- 
self a political constitution guaranteeing to her citizens all the 


a i. a ae i ee ee ee 


Fe —_— ~- 65) we FF COA me le LC COA 


DAY 


be in- 
to be 
-d this 
> fruits 
have a 
ies and 
ase his 
1 tO go 
Dut re- 
nomic 


> coun- 
Ot pos- 
eloped 
ions of 
> nine- 
h have 
revolu- 
solute. 
o have 
be ex- 
the in- 
n there 
ual ex- 


nxious 
can be 
foreign 
ire for 
of re- 
among 
desire 
ely the 
_ there 
of de- 
ty and 
eloped 
totali- 


way be 


re Out- 

more 
» done. 
cal ex- 
eloped 
yached 
hopes 
ve are 
isically 
nomic 
Nomic 
ament, 
, man- 
1istica- 
) make 
to get. 
ot only 
y itself 
|. It is 
use of 
ountry 
luse it 
, tends 
intries 


0 find 


yr her- 
all the 


B. K. NEHRU 


individual freedoms that are generally associated with the dem- 
ocratic framework of society. I am proud to say that for the last 
13 years we have not only been the largest democracy in the 
world on paper but we have observed in the spirit and to the 
letter the practices of a free and democratic society. Having 
thus satisfied the need for liberty, we had to devote our at- 
tention to the possibly more overriding need for bread. When 
we achieved control of our own affairs, the Indian per capita 
income was no more than $50 per annum or less than a dollar 
a week. These dry figures cannot give you any idea at all of the 
extent of Indian poverty and the misery that it entails. It is 
beyond the imagination of a rich society to visualise the man- 
ner of life, if life it can be called, which people have to live on 
the kind of income that we have. The Indian was, and un- 
fortunately is, under-nourished, under-clothed, under-housed, 
under-educated and under-nursed. Agricultural production was 
not enough to give many Indians two square meals a day. The 
consumption of cotton cloth was no more than 10 yards per 
head per annum. Outside the towns housing, such as there was, 
consisted of mud huts. In the urban area the overcrowding was 
unimaginable; and even so, large numbers of people had no 
housing of any kind and actually lived on the streets. There 
were 59,000 doctors in the entire country and as they were 
largely concentrated in the cities, the majority of the Indian 
population had no medical facilities and would not have been 
able to pay for medical services even if the facilities had been 
available. The absence of roads made communication between 
village and village extremely difficult and diseases such as 
malaria, cholera and the like, continued to take their toll of 
human beings whose powers of resistance were low owing to 
under-nourishment. 

This was the inheritance that we received and it is clear that, 
apart from the immorality of allowing this state of affairs to 
continue, neither the Government of India nor the Republic of 
the Union of India itself would have a chance to survive if ef- 
forts were not made rapidly and on a large enough scale to 
change these conditions. Given our resolve to continue to live 
as a democracy, to strengthen and to preserve the democratic 
framework of society, to eschew wholly the totalitarian methods 
of organisation, we certainly did handicap ourselves in getting 
the best and earliest possible economic results. We established 
in 1950 a Planning Commission, the function of which was to 
take stock of our needs and of our resources and to draw up 
blueprints for economic progress, it being clear all the time 
that no element of totalitarianism was to creep into these 
plans. The Planning Commission has produced two five-year 
plans of economic development and the country has progressed 
under them to a certain extent. Agricultural production has in 
the last ten years been increased by 42 per cent; we are still 
however unable to feed our people on an adequate level; but 
the hardship that would have been caused by this fact has been 
substantially alleviated by the generous allocations which the 
U. S. Government has made to us from its stocks of surplus 
wheat. Cloth consumption has increased from 10 yards per 
head to 15 yards per head per annum. The number of doctors 
is now 84,000. The number of hospitals and dispensaries has 
gone up from 8600 to 12,600. Malaria and cholera. have both 
been virtually eliminated. The total number of schools in the 
country has increased from 230,000 to 400,000. 50,000 miles 
of new surfaced roads have been built. Industrial production 
has increased at an average rate of 5 to 6 per cent per annum 
and industry has been diversified. The installed capacity of 
electrical power has gone up from 2.3 million kw to 5.8 million 
kw and the installed capacity of steel from 1.2 million tons 
to 6 million tons per annum. 

This progress seems good. It is also remarkable that, in spite 
of the poverty of the society and in spite of the fact that no 
compulsion has been used, by far the greater proportion of the 
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investment that has made this progress possible has come from 
the sacrifices of the Indian people themselves. Out of the total 
of $22 billion invested in the Indian economy in this period, no 
more than one-sixth has come from outside, mainly in the form 
of foreign aid; the remaining 84 per cent has come out of that 
meagre $50 per head income that I have spoken to you about. 
The rate of saving in Indian has increased from 5 per cent of 
national income to a little over 8 per cent in the last ten years. 
The fact that the people of India have borne with patience and 
with fortitude the substantial increases in taxation and some 
increases in prices that have been loaded upon them speaks 
volumes not only for their desire to develop on a basis of self- 
reliance but for the self-sacrificing discipline which they are 
prepared to undergo. 

The progress that we have made is, as I have said, impressive 
in absolute terms. It must be remembered, however, that India 
is a large country with over 400 million people and the in- 
creases in production have to be divided over this vast number 
in order to assess their effect on the life of the individual. The 
rate of growth of the economy has been on the average 344 
per cent per annum. The rate of growth of the population 
has been somewhere under 2 per cent per annum. The net in- 
crease in per capita incomes has, therefore, been no more than 
1.5 per cent per annum. In other words, we have not been able 
to increase the per capita income of the Indian people in real 
terms by more than about a dollar a year or less than 2 cents 
per week. 

We feel, and those of our friends abroad who have devoted 
time and attention to the problem agree with us, that in order 
to maintain the social and political stability of Indian society, 
this rate of development is too slow. We cannot compete and 
we do not wish to compete with the phenomenal rates of 
growth that are prevalent in certain communistic countries. We 
are prepared to sacrifice, poor as we are, rapid material ad- 
vancement in favour of the maintenance of our individual 
liberties. But there are limits beyond which this sacrifice can- 
not go. It is generally agreed that if we are to continue as an 
orderly and a free society, our rate of growth should be in- 
creased to a minimum of 5 per cent per annum. This requires 
a substantial increase of the rate of investment in the economy. 
We calculate that if an investment of an additional $50 billion 
were made in the Indian economy, we could achieve this rate 
of growth and if this investment were made wisely we could 
so strengthen the Indian economy that its further growth ac this 
acceptable rate could be financed from within its own resources. 
We believe that, given the limitations of organisation, adminis- 
tration and man-power, it will take us ten years to make this 
investment in physical terms on the assumption, of course, that 
the financial resources will be made available as required. We 
calculate also that out of this $50 billion, the Indian people 
can themselves raise $40 billion without altering our present 
democratic structure of society. But beyond this our t 
economy will not bear the burden of development; and if the 
remainder of the money has also to be extracted from the peo- 
ple, methods of regimentation and compulsion will have to be 
introduced and the liberties of the individual curtailed beyond 
the point at which the system can still be called democratic. 
We are, therefore, hopeful that, understanding our situation, 
appreciating our sacrifices, and having regard to the stakes in- 
volved for the whole human race, it will be made possible for 
us to obtain from abroad the $1 billion a year we need for the 
next ten years to make democratic India a going concern. We 
should like to get as much of this money as we possibly can 
through private foreign investment or from the capital market. 
But our experience, which has corresponded with that of the 
other under-developed countries, is that private capital is ex- 
tremely hesitant to face the difficulties and uncertainties of an 
under-developed country. We are, therefore, forced to rely on 
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financial assistance from international financial institutions and 
the governments of friendly countries. 

I have taken you briefly through the Indian developmental 
story and shown to you clearly where and in what form the 
outside world can help in Indian development. As I said, India 
is not a typical case. It is atypical because in the Indian econ- 
omy there is only one factor of growth missing and that is 
capital. It is atypical also in that in the case of India one can 
clearly foresee a time, which is not very far off, at which eco- 
nomic aid from the outside will no longer be necessary. And it 
is perhaps also slightly atypical in that the Indian people have 
shown themselves capable of self-sacrifice to an extent that has 
not yet been matched by any other country similarly placed. If 
one were to analyse the problems of each country in the under- 
developed world, one would discover that there are many in 
which a number of other factors of growth are missing and 
these can with advantage be supplied from abroad. There are 
countries whose need at this stage is for basic education; there 
are others whose lack is that of technically qualified personnel; 
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others need administrators, doctors, lawyers, scientists. Others 
yet need industrial know-how or knowledge of agricultural 
techniques. The outside world can help by the provision of 
whatever factors of growth may be missing in any particular 
under-developed society. The costs have really never been ade- 
quately estimated because no individual survey of the needs 
of various countries has ever taken place. But from such rough 
estimates as have been made, it would appear that the total bill 
for the developed world, both for capital assistance and for 
technical assistance, is not likely to be more than $6 to 7 billion 
a year. Considering that the gross national product of the richer 
societies of the Western world is somewhere around $900 
billion a year and that it is increasing at about $30 billion an- 
nually, it would appear to me that a sacrifice of the order in- 
volved would be well worth making having regard not only to 
the direct advantages that would follow from the development 
of the under-developed economies but to the direct dangers to 
the peace and stability of the world if these newly emerging 
countries are left to fend for themselves. 


Outlook For The Future 


COMPETITIVE ADVANTAGE OF CHEAP LABOR 
By ROSS D. SIRAGUSA, Chairman of the Board and President, Admiral Corporation 


Delivered before the national convention of the National Appliance & Radio-TV Dealers Association, Chicago, Illinois, 
January 13, 1961 


HANK YOU, Mort, and good morning, ladies and 

gentlemen of NARDA. Today's meeting is one I par- 

ticularly looked forward to for two reasons: first, because 
it gives me the opportunity to meet with you, the dealers, 
who, in actuality, represent this industry to the American 
people. I firmly believe that this industry, more than any 
other in the nation, can be proud of its dealers. 

lt is you who pioneered and developed the marketing tech- 
niques that raised the standard of living and created a new 
way of life for our people. You made it possible for every 
American family to live a healthier, happier life with the 
convenience of modern appliances. And finally you have 
opened the world to the eyes and ears of every man, woman 
and child in this country with television sets, radios and 
phonographs. 

The second reason I looked forward to this meeting was 
simply that it comes at a time when the voices of the hesitant, 
the fearful, and the uncertain are being heard as never before. 

This NARDA meeting represents five thousand voices 
raised in confident answer. It represents five thousand business- 
men banded together to help themselves. This is the symbol 
of the American way of doing business—much lampooned in 
the foreign press, sometimes hamstrung by bureaucratic gov- 
ernment—bur still a vigorous, dynamic answer to the world 
that America has just begun to grow. It is our industry's 
answer to those voices of uncertainty. I am proud to be a 
member of this industry as it is represented by NARDA, 
meeting here today to prepare for the future. 

When you discuss the future—the months and years ahead 
—you realize that never before in the history of business has 
a period been so examined, analyzed, dissected, probed in 
depth, forecasted, re-examined—and confused—as the sixties. 
Every economist, statistician, business philosopher and prophet 
has had a field day. But, like weathermen, they can report 
sunshine in the region, while it’s raining cats and dogs locally. 
I believe a great many of the more vocal economists and 
businessmen confused exuberance about the soaring sixties 
with the prospects of 1960 itself. The promise of the sixties 


is still very much in evidence. But, this is the time to take a 
good look at the record, and to get on record about our 
industry. So let’s study the facts. 

If 1960 was the year of the see-saw, 1961 will be the year 
to get off it! Take television, for instance. What started as a 
boom market began to lag in late spring. But even with the 
second half decline, retail sales were better than 1959. The 
stereo market followed the same pattern—and here too, an 
unusual slump occurred in the fall. Home radios continued 
the climb upward to a fantastic 101 million unit year. 

What's ahead this year? In television, 1 believe we will 
reach a plateau in the first half with a gradual rise in the 
second. The industry should come very close to hitting 1960's 
total of 5 and %4 million sets. The bright spots in television 
are the increasing interest in combinations and a higher unit 
dollar sale. Color is another very bright spot, increasing 35% 
in sales this year. We expect to do even better in 1961. And 
remember, one color sale is equal to two and a half black and 
white sales. 

What's ahead in stereo? We look for the same leveling in 
the first half and a climb in the second to repeat 1960's four 
and a half million units. 

It is expected that the radio sales boom will continue at 
present levels. This year we should set an all-time record in 
FM sales. Total home radio sales are expected to exceed the 
11 million figure. 

The appliance picture, clouded in the past year by excessive 
production and price cutting, should clear in 1961. Now that 
production schedules have been adjusted, we should see a con- 
tinued orderly reduction of inventories. With industry ap- 
pliance production at a realistic rate, we agree with NEMA 
that total industry sales will rise in 1961. This sales rise will 
occur in a more stable climate with newer fresher products 
and firmer pricing across the board. 

We at Admiral have backed this outlook with our new 
appliance line that represents eight million dollars in tooling 
costs alone. Fresher products, new product concepts—you've 
seen them, for example, in the duplex, a side by side refrigera- 
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tor-freezer combination with over 20 cubic feet of storage 
space in one compact cabinet. You've seen them in the first 
Son-R remote control air conditioner—with a wireless remote 
control that performs all air conditioning functions. 

The fact that this tooling investment is paying off—the 
fact that dealers are enthusiastically buying our new quality 
appliances—is proof that in 1961 new products with glamour 
and imaginatic ~ will sell. 

What are the external forces that are expected to produce 
this kind of a year for our industry? Let's get them on the 
record. I am a great believer in the fundamental strength of 
the American economy. 

The impetus for recovery from what are called readjustments 
or mild recessions comes from the very nature of our free 
competitive system. For instance, when inventories have been 
cut back to a minimum—when the consumer's insecurity is 
alleviated by positive moves on the part of the government 
and business, the first stage of recovery takes place. Tight in- 
ventory positions and tight fisted purchasing by the consumer 
are the material evidences of a state of mind. These three 
factors—inventories, consumer's intent to buy, and govern- 
mental or business activity are all interacting. They influence 
each other. One can change the other two. As a case in point, 
let’s take a look at the inventory in our most basic industry— 
steel. Inventories in steel are nearing their lowest level in a 
decade according to the authoritative Steel magazine. Steel 
consumers are estimated to have about eleven million tons in 
inventory—this is less than they had at the end of last year’s 
116 day strike. 

Inventories have been cut by 70% since April or a drop of 
approximately eight million tons. Steel is being used at the 
rate of six million tons a month, yet they are buying at a rate 
of five million tons a month. When steel users start buying 
as much steel as they are consuming, the demand will increase 
by one million tons a month and the steel makers will have 
to boost operations substantially. This buying, we believe, will 
begin some time this first quarter as farm equipment appliance 
and auto makers build their production for spring sales. An- 
other factor I mentioned previously is the state of mind, the 
fear psychosis that results in a tight purse string. Historically 
this has occurred in every election year when a new admin- 
istration with all its uncertainties is about to take over. We have 
seen it occur again this past year. However, I believe the 
administration will be a dynamic, active one—not content 
with do-nothing policies in domestic or international affairs. 
In my personal talks with President-Elect Kennedy, I found 
every reason to expect an excellent climate for the businessman 
and I look forward to an administration of leadership that will 
produce strong business stimulation. I believe the state of 
mind, the uncertainty, will soon be relieved. 

Signs portending this belief have already appeared. A special 
report of the continuing survey of consumer buying plans con- 
ducted by the National Industrial Conference Board shows 
a definite upsurge in consumer confidence since the election. 
I quote from the report “Plans to buy TV up 21%, freezers 
up 15%, new housing up 13%,” and so on down the line. 

The third factor. The actions of business itself—is the only 
doubtful one of the three forces that produce an upsurge. It’s 
up to us to help provide this force by aggressive, confident 
selling from today on. I believe the motions that trigger a 
steady rise will soon be felt. It will not be a roller coaster 
movement, but a slow steady improvement in sales and in 
general business activity. 

In examining the facts, it is evident to everyone that there 
is opportunity for the aggressive businessman, and this oppor- 
tunity certainly extends to our industry. 

Yet, the opportunity present for our industry is being cur- 
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tailed by an erosive, undermining force. It comes from across 
the seas, but it has strong support here at home. It is the 
force of decay found in cheap-labor foreign competition. 

For over two years, Admiral has pointed to our govern- 
ment’s wide open door policy as a threat not only to our 
industry, but to the American economy as a whole. Admiral’s 
campaign to promote our products as, and I quote “Made in 
America, by American ot sae with American quality com- 
ponents” has finally won the support of official industry as- 
sociations. Both EIA and NEMA recently announced they will 
wholeheartedly support our program that started over two 
years ago. 

Because we have been spearheading and promoting the 
buying and selling of American products—we have been ac- 
cused of being isolationists. Nothing could be further from the 
truth! We are, in fact, extremely active in the international 
field, doing business at this very moment in one hundred and 
ten countries. If that’s isolationism, we want more of it! We 
believe that today it is absolutely vital to the very act of 
living to be an energetic participant in international trade. It 
is just as obvious that this nation’s participation is necessary 
to provide a buoyant influence on economic activity all over 
the world. Indeed, it is essential if the civilized world is to 
survive. 

However, I believe that international trade should be con- 
ducted on a multi-lateral non-discriminatory basis. 

You are all familiar with recent headlines about our gov- 
ernment taking hurried steps to stop the flight of American 
gold to foreign countries. Two of the token measures involved 
the recall of dependents of overseas servicemen and curbing 
of military purchases abroad. But these are only half measures! 
While they are certainly steps in the right direction, they are 
steps that are too short and too slow. More decisive action is 
imperative. 

Last year approximately four and one half million transistor 
radios were shipped (three or more transistors) to the United 
States from Japan—10% more than in 1959. However, this 
is just part of Japan’s ever-increasing exports to this country. 
Apologists for our present international trade policies claim 
that Japan is our second best customer, importing one billion 
four hundred million dollars from us last year and exporting 
one billion one hundred million dollars worth of goods to this 
country. On the surface this seems like a satisfactory arrange- 
ment. However, the figures do not tell the whole story. In fact, 
they mask a serious threat not only to your industry, but to 
the entire economic system of this country. 

I want to pinpoint this situation now just as we have been 
attempting to do these past two years. Our exports to Japan 
are primarily in coal, cotton, wheat, soybeans and the like. 
These are basic raw materials that help sustain only 100,000 
American jobs. On the other hand, Japanese exports to this 
country are finished products and components that eliminated 
half a million American jobs. Think of it, we suffered a loss of 
500,000 jobs. 

How has it affected your industry? 

The president of Local 1031, the International Brotherhood 
of Electrical Workers, has told me that the number of em- 
ployed members in his Chicago area local—largest in the 
nation—has dropped by more than 22,000 over the past four 
years. Jobs are also diminishing in the New York and Phila- 
delphia areas particularly, where many electronics firms are 
located. Latest figures show an estimated loss of 60,000 jobs 
in the electronics industry alone. 

You men in this room have an important stake in this 
cheap labor import situation. You have lost purchasing power 
—lost employment—lost sales—lost profits. 

Are these foreign manufacturers making inroads in the 
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domestic market because of design ingenuity, because of en- 
gineering advances, because of unusual product quality or 
performance? The answer is no! They are able to move into 
this market for only one reason—the competitive advantage 
of cheap labor. 

Think for a moment about the limitations for the furure 
when the vast cheap labor resources of Asia, Africa and India 
are thrown into the battleground of international business. Un- 
less we afrive at imaginative solutions to this international 
trade situation, we will be faced in the future with a problem 
of disastrous proportions. 

The brunt of this aggressive action is not only felt here at 
home, it is also being felt more and more every day by many 
American industries in the loss of overseas markets. It is seri- 
ously affecting our nation’s business abroad. And as I said 
previously, it is absolutely vital to the very act of living for us 
to be energetic participants in international trade. 

I know that you will readily agree that the problem is 
serious. It calls for action right now. 

I have spoken in such detail about the electronics industry 
because that is the one with which I am most familiar. But we 
are not the only industry facing this issue. 

Portable typewriters, sewing machines, pottery, dinnerware, 
glass, plywood, steel, toys, cameras, textiles are just a few 
of the many product categories that have lost very substantial 
portions of their domestic and overseas markets to foreign 
manufacturers. 

What can be done about it? First of all, I am against the 
acceptance of discrimination abroad and the ruinous wide open 
door policies now in force from previous administrations. To 
help our domestic consumer electronics industry, I propose 
that our new government undertake an immediate re-evalua- 
tion of American trade policies with certain cheap labor 
countries. I further propose that non-discriminatory duties be 
imposed to raise the cost of these foreign goods to a level 
where American products can at least be competitive. We 
invite foreign competition in this country. It will keep us on 
our toes. We'll meet any fair competition from any nation 
or group of nations on a quality, performance, design and 
price level. But we want this competition based on something 
besides medieval, cheap labor standards! 

I propose that NARDA join the EIA and NEMA in sup- 
porting these measures and actively promoting the “Buy 
American; Sell American” program. The loss of world business 
we can do little about at the moment, but we can and must do 
something about it at home. 

As we face the facts about the year ahead, you realize that 
we are entering a new marketing era in our industry. It is an 
era that calls for imaginative selling. It is an era that offers a 
great chance for dealers to regain the confidence of their cus- 
tomers, by intelligent demonstration of new product features, 
new product performance and quality. 

This new marketing era also challenges the manufacturer. 
There is no doubt that the consumer is tired of warmed over 
lines that have been merely face-lifted. They want something 
new ... something fresh . . . something with excitement in 
it . . . and definitely something with the highest quality 
standards. Our company’s pioneering of the 19 and 23 inch 
TV was undertaken with this challenge in mind. We pledge 
to continue to spearhead such product innovations that bring 
excitement back on your selling floors. 

This new marketing era, I have no doubt that together, the 
manufacturer and the dealer, as represented by you men and 
women of NARDA, can meet the challenge of the future— 
if we work together with the spirit symbolized by this meeting 
here today. 

Thank you! 
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